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ROYAL COMMISSION ON TRANSPORTATION 


Ottawa, Ontario, 


Friday, November 11, 1949, 
MORNING SESSION 


MR. O'DONNELL: May it please the Board, 
yesterday morning I promised to get the reference of 
@ case before Mr. Justice Kerwin in the Supreme Court. 
It will be found in 60 Canadian Railway & Transport 
Cases at page 255 in "Re 30% General Increase in Tolls 
and Freight Rates". Mr. Justice Kerwin on the 15th 
February 1947 expressed himself in a judgment concerning 
the motion for leave to appeal from an order of the Board 
of Transport Commissioners which is reported in the same 
volume at page 250. The Judgment is very short, my lord, 
and it might be a matter of convenience to put in on the 
records 
"Kerwin J.:- This is a motion under s.52 of the 
Railway Act for leave to appeal from the Board of 
Transport Commissioners to the Supreme Court of 
Canadas upon a question Of jurisdiction. The question 
of jurisdiction is raised in connection with an 
application made by the Railway Association of Cenadea 
on behalf of its member companies, and the point taken 
is that the Board has no jurisdiction to permit a flat 
horizontal increase in the tariffs. Notwithstanding 
the argument advanced on behalf of the petitioners on 
this motion, I have come to the conclusion that in 
the wording used in a number of cases, only one of 
which I réfer to, C.N.R, v. CVFLR., 30 0.860. 76 at 
pp. 79-Sa, (1920) SIC Rs 135 “at p.1S9, this ts not“e 
proper case for leave because I entertain "0 doubt 


that no arguable objection to the jurisdictiom of the 
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Board has been advanced. I am satisfied that under 

8.33 of the Act taken by itself, but particularly 

when taken in conjunction with s.325 of the Act, 

jurisdiction does reside in the Board to hear the 
application made to it by the Railway Association of 

Canada. The matter does not lend itself to 

extended discussion and I thought it preferable, in 

view of the importance of the matter, that I should 

express the conclusion at which I have arrived - in 
my own mind quite clearly - so that all who are 
engaged in the matter before the Board may hear it 
as soon as possible. The motion is therefore dis- 
missed." 

And the judgment from which the leave to appeal 
was sought to be taken will be found just a few pages 
further on where the Chief Commissioner discussed the 
question of horizontal increases and the right of the 
Board to hear them, and pointedut that in that case it 
was not the first occasion on which an application for 
percentage increase on freight' rates had been before 
the Board, and the Chief Commissioner listed the various 
Cee ees oa aa pointed out that there had also 
been percentage reduction cases, and then went on to 
say: 

"Though the Railway Act does not specifically state 

that the Board has authority to grant percentage 

increases or decreases in rates, its statutory power 
under the Act to deal with matters such as are now 
before us are so wide that special authorization would 
not seem necessary. The realistic and practical 
manner of dealing with the matter, its seems to me, 

is the course which has been followed by the railways." 


And then he went on. Just one other thing, my lord. 
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Just one other thing, my lord. 

And then he went on. Just one other thing, my lord. 
Before we get too far away from the testimony given 
by Senator Fogo it may be well just to point out that 
when the Algoma Steel Corporation suggests that the matter 
of increases on iron and steel be handled as set out in 
Ex-parte 162 in the application to the Interstate 
Commerce Commission, that subsequent to the Ex-Parte 162 
case there were two other lester judgments entered by 
the Interstate Commerce Commission which are Ex-Parte 166 
where an interim percentage increase was granted on the 
29th December 1948 without any limitation or maxima 
concerning iron and steel and that that increase was 
verted irom six ittmfour dim various’ territories) in 
accordance with the division that they have in the United 
States, and that subsequently the interim increase was 
made permanent by an additional increase of 4%, so that 
the general percentage increase concerning iron and steel 
became 9, 10 or 8 depending upon the zone the shipment 
was being made to. 

In Ex-Psrte 162 it might also be noticed that it was 
the railways themselves who did it in that case, asked 
for a maxima On iron and steel products, and that the 
Board there stated that the maxima suggested by them was 
not adequate. I have reference there to the judgment 
which is reported in 266 Interstate Commerce Commission 
beginning at page 537 and at page 588 under the heading 
"Tron and Steel", the Interstate Commerce Commission pointed 
out that the petitioners, that is the railway, proposed 
to increase the rate on these qommodities 25% subject to 
a maxima of 4¢ per hundred pounds or .80¢ per net or 
gross ton, as rated, and subject to the provisos and so on. 


And on pageS89 the Interstate Commerce Commission says 
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with respect to that particular application: 

"Clearly the average increase in these iron and 

steel commodities should and must be more than 10% 

if the revenues going to the carriers are to be 

met without placing an undue burden on that tr ffic". 

And though he did not grant the application of the 
railway, he increased the maxima further by two and a half 
times, and granted a 20% increase subject to a maxima of 
10¢ per ton and not to exceed $2.00 per ton net or gross 
as rated, the railways having asked for a maxima of four. 

I thought it might be well to have this in the record at 
this moints 

MR. DESMARAIS: The first application this morning, 
Mr. Chairman, is that of the City of Quebec and the 
Chamber of Commerce of Quebec City. Mr. Frank Power is 
counsel for the City of Quebec, 

MR. FRANK POWER CALLED 

EXAMINED BY MR. DESMARAIS 

Q. The brief will be taken as read, Mr. Chairman, 
but I understand that Mr. Power has some corrections to 
make in the brief. Have you? 

Linn SES 'ON. page 22. dane. 20 le wish) tecdelever For 
export". It says "At the grain elevator". I wish to delete 
the words "For export". At page 30, the last paragraph, 

I wish to amend it to read as follows: 

"It is therefore recommended that a thorough investigat- 

ion of the particular circumstances surrounding the 

establishment of such rates (such rates as established 
by General Order 448) be undertaken with a view to 
implementing sections 42 to 45 inclusive of the National 
Transcontinental Reilway Act," 


THE CHAIRMAN: You say "It is therefore recommended 
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that a through investigation - ", of what? 

A. Of the particular circumstances surrounding the 
establishment of such rates (such rates being those as 
granted under General Order 448 by the Board of Transport 
Commissioners or Board of Rsilway Commissioners as they 
were then) beings undertaken with a view to implementing 
Sections 42 to 45 inclusive of the National Transcontinental 
Railway Act. 

Q. What year was that Act? 

A. 3 Edward V1l Chapter 71. 

Q. What year? 

AGTIDROIOS : 

COMMISSIONER INNIS: The rest of this is to come out 
then? 

A. It is to be amended to read as I stated, 

THE CHAIRMAN: The last three lines are they being 
struck out? 

A. In the first line of the paragraph I strike out 
"= the rate of 18.34¢ as established by the above mentioned 
Order 448 of the Board of Railway Commissioners for Canada 
remain in effect until such time as - ". 

That is all struck out and then the last line of the 
last paragraph " - be undertaken by such investigation - " 
is struck out also. 

Also on page 34, the second to the last paragraph to 
be deleted entirely. It reads "It is recommended,therefore, 
in view of the facts outlined above that the railways be 
instructed to conclude on an equitable basis of the questions 
at issue with the City of Quebec". We withdraw that 
because we realize that this Commission has no powers in 
that regard. 

(Page 8180 follows) 
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and District of Quebec, 

That these handicaps have, to a large extent, 
been artificially created divi s not lessen the burden 
under which the population of this section of Canada 
labors, 

This brief is directed towards the restoration 
of certain priorities in trade and commerce in terri- 
tories adjacent to and normally tributary to the City of 
Quebec, of which priorities the citizens of this section 
believe themselves to have been deprived. 

It is also directed towards the preservation and 
implementation of those statutory and contractual rights 
which the city of Quebec has acquired in the past, 

In particular, the submissions contained in this 
brief have as their object: 

(1) THE AMENDMENT OF THE MARITIME FREIGHT RATES 

ACT 50 AS TO INCLUDE THE CITY OF QUEBEC IN THE 
"SELECT" AREA; 

(2) THE AMELIORATION OF THE UNSATISFACTORY AND 
DISADVANTAGEOUS SITUATION AS REGARDS MARITIME TRANS- 
PORTATION IN WHICH THE PORT OF QUEBEC FINDS ITSELF 
UNDER THE EXISTING ADMINISTRATION OF THE NATIONAL 
HARBOURS BOARD AND THE PROVISIONS OF THE NATIONAL 
HARBOURS ACT; 

(3) THE PRESERVATION OF THE STATUTORY PREFER- 
ENTIAL RATE ON THE SHIPMENT OF GRAIN AND OTHER 
PRODUCTS FROM THE PRAIRIE PROVINCES TO QUEBEC OVER 
THE NATIONAL TRANSCONTINENTAL RAILWAY, 

II. History 

The city of Quebec has a long history of cycles 
of prosperity followed by depressions, some undoubtedly 
arising out of its location as one of the important 
centres of North America, It is not proposed herein to 


make any special claims on account of the historic 
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importante of the Gity. 

In the earlier days of the French regime, and 
later, Quebec was a political and economic centre of 
Ganada and of a large portion of the territory west of 
the Ottawa River and extending into the Valley of the 
Mississippi. The fur trade originally centred here, 
but owing to the natural advantages of Montreal, located 
as it was at the confluence of the Ottawa River and the 
Great Lakes system of inland navigation, this trade was 
absorbed by the City of Montreal, 

Next in historic sequence came the timber trade, 
and with it the wooden shipbuilding. For a number of 
years these together made of Quebec the principal seaport 
of Canada and one of the most important in America, [ts 
maritime trade was 80 great that in some years as many 
as 2,000 ocean-going vessels arrived in one season. The 
merchants of the district devoted themselves almost 
exclusively to the export of timber and lumber, which at 
that time was the great article of Canadian export, 
Besides, upwards of 5,000 persons were employed in the 
building of wooden ships, ond to the shipyards of Quebec 
Should go the credit of building the first steam-driven 
vessel which crossed the Atlantic, 

When the timber trade languished almost to the 
point of extinction, and the use of wooden Shipping ceased 
owing to its substitution by iron and steel, Quebec might 
have retained its important position in commerce and 
Shipping had it not been that almost Simultaneously the 
dredging of the St. Lawrence Ship Channel between Que bec 
and Montreal was begun a8 a work undertaken by the 
Montreal Commissioners, This project of deepening the 
River St. Lawrence so as to make the port of Montreal 


available to larger vessels, which had hitherto made 
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Quebec their principal port of call, was afterwards 
taken over by the Government of Canada, and the heavy 
expenditure involved therein paid for by the taxpayers 
of the country generally. 

This artificial encouragement of one Seaport at 
the expense of another has never ceased to arouse serious 
resentment in the minds of our population. The effect 
was to take away from Quebee a very large portion of the 
Maritime trade which had hitherto been its most important 
economie support, and this was followed by the disappearance 
from. our city of locally founded and constituted banking 
and financial institutions and the almost complete control 
and management of shipping from the City of Montreal, 

The hopes of the Quebec trading community were 
next turned toward the achievement of an important position 
in the then rapidly growing grain trade of Canada. They 
were encouraged in these hopes by tho fact that in 1903 
the Government of Canada adopted as its own, and as a part 
of its national transportation policy the plans and 
projects of an important group of Quebec business men who 
had come together and under the namo of the Trans-Canada 
Railway proposed to build a railway line over the 
Shortest possible distance from tho prairies to the 
Atlantic seaboard in order to provide for the cheap 
carriage of grain between these points, 

The Trans-Canada Railway project was taken over 
by the Government and Sir wilfrtd Laurier in 1903, 
alarmed at the diversion of a large portion of the grain 
traffic of the western provinces to the United States sea- 
ports for export, recommended to Parliament the con- 
Struction of another railway across the continent north 
of the Canadian Pacific. This railway was authorized 


and completed some ten years afterwards, 
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The people of Quebec, whose representative in 
Parliament for over a third of a century was Sir wilfria 
Laurier, rightly or wrongly wore led to believe that with 
the terminus of a national transcontinental railway 214 
miles shorter between Winnipeg and Quebec than was any 
other railway between Winnipeg and Montreal, its lagging 
commercial activity would be revived based on the grain 
export trade , 

Though, efter a great deal of agitation and 
persevering representations to the authorities, favourable 
rates on grain were established, for some reason or other 
Quebec has not become an important grain shipping centre, 

In spite of these setbacks in fur, shipbuilding, 
timber and grain and overseas shipping there still remained 
tributary to the City of Quebee two extensive hinterlands - 
that region north of the City of Quebec and extending to 
the Saguenay River and Lake St. John, rich in minerals 
and timber, which was to attain a great development owing 
to the expansion of the power, pulp and paper industries, 
and to the establishment in the district, owing to its 
power potentialities, of a great aluminium industry. 
With a view to opening up this region anda centering its 
economic development on Quebec, & group of citizens 
financed and built a railway to Lake St. John and the 
Saguenay. The Corporation of the City of Quebec sub- 
Scribed and paid for $650,000 of the stock of Quebec 
and Lake St. John Railway. This railway, after having 
been taken over by the Canadian Netional Railways, was 
diverted from its original purpose of bringing traffic 
to Quebec by means of a cut-off which gave direct access 
for the products of this region to the City of Montreal, 
and deprived Quebec of the benefits of the export and 
import trade to and from this wealthy section of the 


Province of Quebec, 


*~ <5 Ted 
oie a Col : ~v" : 
y ; a wT + ya A ae 


lpia 
a ¢ 


7 
as agivatdoscsrtor gue odoue io! fa © 


peer | moe r 
Siwerliw tie eow weiss 2 3 Sr hale & Hove ve 


oh 


é 
7 ae, 


ieiw sade evekled of fol crow ¥ fynoerw ta vel 


ee ae oe 


SO voytisn fataonitinosnnat? tom rh. nine a 


i the owe eS Cc 


wipes’ ga-P LaonriroM m4 ory PerhW vowed we eae 


ine AG TARY oodoby Nia" _outrteckw ¢ have od: vet 


y ) ie he 
; fr b op Oyied 
ketnidt bit Ao eke Hovde od! Bevan gah vga Patera 
“ , eee | 
tt ‘ ha 
~ . 
4s 
= \ * ae 
“fl f i : 5 i , ar Hi ge Pi) THT Hb eit 
Ar" ' 
¢ - 
eet . 
ie et 1 ez) y* ‘ I <. : ‘ ie TR nomcod & 
AY amt ae € ¥ 
ay ‘ 
: pets: Ey o8) ,LOSI8o Btev a 


e Me s nes at 
reb ge ra . i * : np aes 4 
eri PLT Ct y RAL L ; : : wio ged 0 
- mrs aS i 
) a 2 ‘4 
>» Ms » 
7 cer Ay, yi ml gett to eta 
_ me 
y o * Kg 4 i tT fat? mary Pe “r* 
; A } Eo % ; iia . Ley 168 i I 
Za 7 a 
5 F 2 
j , ce = ab 
? : : » + er y+ 
he abit does vv hi OM yl ou To: "ILD ons 
Mm ty , : 
: i > as ae - fh 
; ‘ Shainin kth np a Teal ih ea wat a oon el tb he | 
3 WaPhnstxe Boo ookfeed. to eerto sie to anon ms Lge 
‘ pa Ties or ae ree 18 en, ; 
i ai ae = 
~ 4 : 
i - " i 7 r. * , hes | mie 
} ke Wha wil . 4 fi us)! “i T Vi ‘e UA eo y 
an i : ee 
» zi 1 
eS ! 7 ’ 
wo. Deemer: hae 5 oF Bay Holtiw som ks 


“polaiebBal “esaq bor ad vovog 6ag 7°16 mo henngiee ont! ot 


; 2 P or 1 
eti of stiiwo  folctalh oft nl Seeinetidsvte eit -e2) 


' ‘i 
, = i . J : . Oe ce ' 4 . , va 
Aen Fh 7 what ws beetisws y¢ lio , @eid fLotsnS Od Saewo ey . 
» J i . . 4 
: i. ; 
i \ 
t : P 
0 e ~ a) > i. P iy hte’ fine ‘ ; a . ne aC TES + rs - | 2 ib bw 
4 : } _—— a * Ae ee . ; ‘ (de NAT ET of i] y Ivy nh ; 
. os 


: “@htentan ra Teh os , aden ao seoago ar otabinboe 

i ay ) tevites o tiie baa! aS ‘ -_ 

2 Sodawy 7% TiO off Yo noelserodenyy “eer : ee cs “ag it: : 

Bois wes oe 
S 


y —— 


a, 5 
eli a. 


an vin 's ,yovlles ela? \yawiben aot \7e te 


| ae 
i 
¢ 
“3 
o 
ar 
at, 
<< 
2 
a 
— 
it. 
be 
S 
ot 


eETiee? aatgnttd to esogmeg soncsipaneloetialitiia ta 


Be a TOU" 
¥ 7 
- ait — ry 
a ie : = 
a 5 


7 
7 a§ 


- B15 - 


The other section of territory in which thé 
Quebes trading community has traditiorally filled a 
prominent position was that lying between the dity of 
Levis and the Gaspe Peninsule. In former times goods 
and merchandise were largely water-borne down the 
St. Lawrence by schooner to the ontports situated on the 
north and south shores of the St, Lawrence River and the 
Gaspe Peninsula. With the building of the Intercolontal 
Railway Quebec trade was carried on by railway to a 
radius of within 250 to 300 miles of the city, approx- 
imately the New Brunswick border, and the Counties of 
Bonaventure and Gaspe. The legislation known as the 
Maritime Freight Rates Act placed a serious, and almost 
insurmountable, obstacle in the way of the maintenance 
and further development of thts trade by making the 
terminus of the so-called "Select territory" the railway 
station known as "Diamond Junetion" and excluding the 
City of Quebec from the "select territory”. 

MARITIME FREIGHT RATES ACT 

OFigin - 

The Statute of Canada known as the "Maritime 
Fréight Rotes Act", chapter 79, 1927, R.8.0., was enacted 
as the result of one of the recommendations made by the 
Royal Commission on Maritime Claims, This Royal Com- 
mission was established by order-in-Council P.c. 505, 
dated the 7th of April, 1926, to look into and report 
upon circumstances and conditions which were the bases 
of representations made to the Federal Government by the 
various governments, boards of trade and other public 
bodies of the Maritime Provinces, The Royal Commission, 
commonly known as the Duncan Commission after its 
Chairman, Sir Andrew Rae Duncan, after having held public 


sessions throughout the Maritimes, as well as Montreal, 
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rendered it&’ report on the 20th of December 1926, 
The questions dealt with were: : 

1) Money grants to provinces; 

2) Transportation and freight rates; 

3) Port development and export trade; 

4) Trade policy - forest products, fisheries, 
coal, steel; 

(5) Agricultural and immigration, ete, 

That with which we are concerned is their investi- 
gation into transportation and freight rates in the 
Maritime Provinces, They found, to summarize briefly, 
that the Maritime Provinces were faced with a serious 
economic disadvantage, vis-a-vis the rest of the Dominion 
of Canada, because of the fact that the Intercolonial 
Railway was not built or tapable of operation on an 
economical or commercial basis, 

The Commission, in reviewing the history of the 
Intercolonial Railway, made the following observation: 

"The construction of the Intereolonial Railway 

was an obligation placed upon the Dominion Govern- 
Iient by Section 145 of the British North America 
Act 1867, which reads ag Pollows: 

'Ihasmuch as the Provinces of Canada, Nova Scotia 

and New Brunswick have joined in a Declaration 

that the construction of the Intercolonial Rail- 
way i8 essential to the Consolidation of the Union 
of British North America, and to the Assent there- 
to of Nova Scotia and New Brunswick, and have 
consequently agreed that provision should be made 
for its immediate construetion by the Government 
of Canada; Therefore, in order to give effect 

to that Agreement, it shall be the duty of the 


Government and Parliament of Canada to provide 
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for thé commencement within six months after the 

Union, of a railway connecting the River st, 

Lawrence with the city of Halifax in Nova Seotia, 

and for the construction thereof without inter- 

mission, and the completion thereof with ail 
practicable speed,! 

"It is unnecessary to pursue the arguments in 
detail. From some angles it could, no doubt, be 
urged that the construction of the railway was as 
much @ concession to the demands of the Maritime 
Provinces as an inducement held out by the other 
provinces to make Confederation more attractive to 
the Maritimes, We think, however, that a balanced 
Study of the events and pronouncements PFLGF G6 
Confederation, and at its consummation, confirms 
the representations Submitted to tis on behalf of the 
Maritime Governments in regard to the ultimate con- 
Struetion of the railway, viz: 

(a) That leading Canadian statesmen in urging 

the adherence of the Maritime Provinces to 

Confederation defined the purposes of the 

railroad to be 

(i) A means of affording to Canadian merchan- 
dise, and to Canada herself, in times of 
national and imperial need, an outlet and 
inlet on the Atlantic ocean - available 
all the year round - and 

(11) To afford to Maritime merchants, traders 
and manufacturers, a market of several 
millions of people instead of their being 
restricted to the small and scattered 
populations of the Maritimes themselves, 
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disturbance with which their trade was 
threatened as the result of the discon- 
tinuance by the United States of the recip- 
rogal arrangements that had prevailed; 

(b) That strategic considerations determined the 
actual course of the line - making it many 
miles (estimated by Sir Sanford Fleming at 
250 miles) longer than was necessary - if 
the only consideration had been 'to connect 
the cities of the Maritime provinces with 
those of the St. Lawrence', 

(c) That to the extent that commercial considera- 
tions were subordinate to national, imperial 
and strategic considerations, the cost would 
be borne by the Dominion and not by the traffic 
that might pass over the line," 

Having reviewed the history of the Intercolonial 

Railway the Commission went on to discuss the rates which 
had existed on that railway until 1912. They found that | 
a lower level of rates commensurate with the needs and 
requirements of maritime trade were in effect. However, 
they found that, as a result of the great war and the 
consequent economic activity, these rates were increased 
at the same time as all other rates in the railway struc- 
ture, while these increases did not, during the war or 
immediately after, mmterially affect the economy of the 
Maritimes due to the artificial stimulation in trade and 
commerce given by the war, they found that, with the 
cessation of this inflationary activity and the general 
return to normal commerce and economic activity, ‘that 

the Maritimes found themselves in a position where they 
were unable to compete in the central Canadian market, 
and were rapidly talling into a state of extreme depres- 


Sion. Upon particularly examining into the increases in 
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the rate structure throughout Canada in the period 
1912 to 1926, the commission found that in order that 
a more equitable basis of competition might be edtab- 
lished a general freight reduction of 20% should be 
applied to the Maritime Provinees and certain portions 
of the Province of Quebec, and recommended a freight 
G@ifferential to be paid by the Central Government, 

"We recommend, therefore, that an immediate 
reduction of 20 per cent (so that 192 will become 
approximately 155) be made on all rates charged on 
traffie which both ortginates and terminates at 
Stations in the Atlantic Division of the Canadian 
National Railways (including export and import 
traffic, by sea, from and to that division), and 
that the same reduction be also applied to the 
Atlantic Division proportion of the through rates 
on @ll traffic which originates at stations in the 
Atlantic Division (excluding import traffic by sea), 
and is destined to points outside the Atlantic 
Division. 

"For this purpose, we cannot regard the Atlantic 
Division as ending at Riviere du Loup and Monk, which 
are its present western limits, The divisional 
points should, in our view, be Diamond Junction and 
Levis, Diamond Junction being the point at which the 
Transcontinental Railway mects the old Interéolonial 
Railway, and Levis the point to whi¢h in 1879 the 
tntercolonial Railway was extended." 

These reconmendations were implemented in the 

Maritime Freight Rates Act, Chap. 79, 1927, R.S.0. 


EFFECT OF THE MARITIME FREIGHT RATES 
ACT ON THE CITY OF QUEBEC 


By Section 4, traffic moving outward, westbound, 


from points on the eastern line (or in the "select 
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territory") beyond the limit of the Badtern line at 
‘Diamond Junction, was subjected to a 20% roduetion in 
the rate based on the eastern lines proportion of the 
through rate, With respect to traffie moving east- 
bound; 411 rail, from points not on the easter lines 

to poits on the castern Lines, there was no reductions 
madé in the rates, The section of the Act which seems 
particularly unfair and distriminatory to Quebec is 
Section 2, in which the term "eastern lines" is defined; 

"Por the purposes of this Aét the lines of 
railway now operated as a part of the Canadian 
National Railways and situated within the Provinces 
of New Brunswick, Nova Scotia and Prince Hdward 
Island (now also Newfoundland) and the lines of 
railway, similarly operated, in the Province of 
Quebec extending from the southern provincial 
boundary near Matapedia and near Courchesne to 
Diamond Junction and Levis are collectively 
designated 48 the Rastern Lines,” 

The reaction of this rather arbitrary separation 

and discrimination within the Port of Quebec raised a 
storm of protest among the merchants and others closely 
affected, TheSe representations and protestations were 
80 VigoPous that on the 6th of June, 19030, P.d, 1294 
was passed to deal with the bituation, It reads as 
follows: 

"The Gommittee of the privy Council have had 
before them a Report, dated 4th June, 1930, from 
the Minister of Railways and Canals, representing 
that Petitions have been received from delegations 
representing the Municipal Council, the Board of 
Trade, the local branéhes or seetions of the 
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Merthants', Commercial Travellers', Grain and 
Provision Merchants ' Associations, the Wholesale 
Grocers! Guild, the International Trade and Labour 
Union, and the Catholi¢é Trade and Labour Union, of 
the city of Quebec, setting out that prior to the 
enactmont by the Parliament of Catiada of the Maritime 
Freight Rates Act, 1927, (chap, 44 of the Statutes 
of Canada of that year), Quebec and Levis, situated 
as they are on the saime harbour, had the same 
Schedule of freight rates on traffic moving between 
these two cities and the Maritime Provinces; that 
by the said Act, Levis was included in, but Quebec 
excluded from, the "select territory", created by 
the Act with the result that while reductions have 
been made in the freight rates on goods moving be- 
tween Levis and Maritime Province points, in either 
direction, and on goods moving from Maritime Province 
points to the 6ity of Quebec, the former higher 
rates remain on goods moving from the city of 
QueBec to Maritime Province points, and that this 
condition is alleged to be highly detrimental to 
the best interests of the Maritiine Provinces and 
of the City of Quebee, 

"The Minister further represents that, under 
section 38 of the Railway Aét (RS; L907, 6&., 170) 
Your Ex¢ellency in Council may, at any time, refer 
to the Board of Railway Gommissioners for Canada, 
for report or other action, any matter or thing 
arising or required to be done under any Act of the 
Parliament of Ganada, 

"he Minister, therefore, on the advice of the 
Deputy Minister of Railways and Canals, recommends 


that the Board of Railway Commissioners for Canada 
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be requested to enquire into and report to the 
Government upon the subject matter of the complaints 
set out in the petitions referred to, and to make 
any recommendations it may think advisable in 
respect thereof. 

"The committee concur in the foregoing recom- 
mendation and submit the same for approval," 

It must be noted,- however, that prior to the 
issuance of P.C. Leo the Government of the day insisted 
that a preliminary check be made as to the probable re- 
actions in the Maritime Provinces, Accordingly, a 
deputation from the Quebec Chamber of Commerce went to 
Saint John, N.B., and Halifax, N.S:, with the result 
that on June 8th, 1929, a favourable resolution was 
received from the Maritime Board of Trade, a copy of 
which was duly forwarded to the Honourable Mr. Dunning, 
the then Minister of Railways and Canals, 

In consequence of the issue of P.d, 1291 the 
Quebec Chamber of Commerce submitted a brief, part of 
which is as follows: 

"Tt is not proposed in this submission to 
discuss the principles on which the legislation 
above mentioned was founded, nor even to call into 
question the general advantages to Canada brought 
about by the operation of this Act. May we say at 
the outset that nowhere throughout the Dominion 
was this legislation received with more general 
Satisfaction and approval than in the city of 
Quebec, The difficulties which have arisen were 
created largely owing to the fact that the Statute 
did not. definitely sanction in worde that which 
undoubtedly has been the custom and practice for 


many generations and that, as a result of what we 
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firmly believe to have been An omission made 
inadvertently and without full realization by 

any of the persons intérested of its wltimate con- 
saquences, the City of Quebed has been for mony 
years, and 18 now being Seriously injured in its 
commercial and industrial expansion, 

"We believe that no full considePation of the 
unfortunate situation which might arise with respect 
to the City of Quebec through the recommendations 
of the Dunean Report and their consequent imple- 
mentation in the letter, rather than in the spirit, 
was given by the Gommissioners or by the legis- 
lators, 

"No representations were made to the Commission 
or to parliament having in view the safe-guarding 
of the interest of the City of Quebec, because it 
was not thought necessary to do so, and because the 
public bodies who now support this Petition were 
S80 fully in aécord with the position of the 
Maritime Provinees, and so strongly ond energetically 
approved of the measures taken for their relief that 
they felt that any minor criticism, having as its 
object the clearer definition of the trade relations 
which had hitherto existed between the Maritine 
Provinees and the Eastern section of the Province 
of Quebec, would have been out of place and might 
conceivably have prejudiced the general settlement 
of the Maritime grievances and the rearrangement 
of a fair and equitable basis of the trade dif- 
ficulties of that section of the Dominion, 

"It can be stated without the slightest hesi- 
tation that had any considerable body of public 


opinion in the City of Quebec suspected for one 
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moment that thie legislation would have for effect 
that which was considered absolutely inconceivable, 
1,@., the division of the Port of Quebec into two 
sections, there would have arisen in the District 
of Quebee and in Parliament an agitation which might 
have seriously endangered the carrying into effect 
of the intentions of the country towards the people 
of the Maritime Provinees, and which would have at 
least moulded the said legislation in such a manner 
that the City of Quebec would not at the present 
time be labouring under the heavy burden of dis-~- 
ability which it must now carry, 

"The Duncan Commission, whose findings were the 
basis of the legislation, was appointed for one 
purpose only, 1.6, to give full relief to the 
Maritime Provinces from certain conditions which 
tended to handicap them in their industrial, com- 
mercial and economical development, after an 
exhaustive examination and intensive study the 
Commission reported certain facts and made specific 
recommendations, the avowed purpose of which was 
to place the Maritime provinces in a position at 
least as favourable as any in the Dominion of Canadas 
to develop their resources and take advantage of 
their trade opportunities, The Report specifically 
states that the measures of a remedial nature 
recommended should, on account of the historical 
and constitutional aspects of the disabilities com- 
plained of, be held to be the responsibllity of the 
country as a whole, and that the burden, financial 
or otherwise, should be borne by the Dominion of 
Canada generally, 


"It is submitted that the authors of the Report 
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and the legislators did hot intend, in bringing 

about the solution of one problem, to create new 

disabilities which should especially and in a par- 
ticular manner be a burden on one single community; 

We are convinced that if the Commission and Pparlia- 

ment had been apprised of the injurious effect of 

the legislation on the City of Quebec, the only 

City in Canada to be so effected, that means would 

have been taken to obviate them, we cannot believe 

that the Commissioners and Parliament would have 
refused to give heed to representations showing: 

(1) that the port of Quebec is now and has always 
been one single entity not susceptible of being 
divided into two parts for one purpose only, 
i.e. to give to the southern entrance an unfair 
advantage over the northern; 

(2) that Quebec geographically, historically and 
ethnically is intimately connected with the whole 
of the so-called "select territory" and 
especially with that portion of it lying within 
& radius of two to three hundred miles from the 
Port oF Quebec; 

(3) that Quebec has been, and is, in so far as the 
said legislation does not interfere, considered 
the distribution point for the territory herein 
mentioned; 

(4) that the City of Quebec suffered a serious trade 
injury by the application of the Maritime Freight 
Rates Act which is not being borne by any other 
Section of the country; 

(5) that the inhabitants of at least a considerable 
section of this "select territory" closely 


tributary to Quebec City are in many instances 
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now deprived of tho very advantages which the 

legislation purported to give to then; 

(6) that by the inclusion of the dity of Quebec 
in this territory no important interest woulda 
be adversely affected; 

(7) that the Maritime provinces would not suffer in 
any appreciable degree by the inclusion of the 
whole of the port of Quebec in the "select terri- 
tory”, tut on the contrary might at some future 
date derive considerable benefit therefrom; 

(8) that the Railwoy Companies have nothing to fear 
in the way of financial loss or dislocation of 
traffic by the amelioration of the present highly 
anomalous Situation, but on the contrary may make 
some appreciable gains in business," 

"We are convinced that had these matters been 
placed before the competent authorities at the proper 
time, provision would have been made in the Statute 
to cover the points now raised, and that, with little 
or no opposition from any section or interest, this 
present application and submission would not have 
been necessary. 

"Bo that as it may, we are today faced with a 
Situation which is fraught with very sertous con- 
sequences to the industries, trades and business 
undertakings represented by our Board of Trade, and 
to the economic position of the City of Quebec, and 
we hold it to be our duty to present our case fully 
and frankly to your Honourable Board in order that 
you may realize fully, 

(1) what are our difficulties; 

(2) the inevitable and unfortunate result thereof; 
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(3) by your recommendations to the Government and ° 
to Parliament provide an appropriate and effec- 
riko remedy , 

"Generally speaking, almost every commercial 
enterprise in the City of Quebee is suffering from 
this unjust discrimination and is being forced to 
bear the heavy burden of dislocation of its 
business, severing of age-long trade connections, 
or else the abandonment of its affairs, The lines 
particularly affected are hardware, food, fertilizers, 
groceries, flour and feed, and those which furnish 
the absolutely essential necessities to the popu- 
lation which up to the present has been served by 
them," 

We feel that we are justified in asking this 

honorable Board to make a recommendation as follows: 

THAT THE CITY OF QUEBEC BE PLACED WITHIN 

THE SELECT TERRITORY" PROVIDED BY THE 

MARITIME FREIGHT RATES AcT 1927." 


AS was to be expected, the application of the 
City of Quebec to be included in the "select territory" 
was opposed by the City of Levis. Unexpected, however, 
was the opposition of the Montreal Board of Trade which 
submitted that the granting of the application of the 
City of Quebec would be detrimental to the commercial 
interests of Montreal. And this, notwithstanding that 
immediately prior to the passage of the Maritime Freight 
Rates Act Quebec, as well as Levis, being on an equal 
basis for trading in the south shore area has established 
their markets in fair competition with Montreal up to 
at least the New Brunswick border, 


The Montreal Board of Trade made known its 
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intention to ask for the ineluston of Montreal in the 
"seloct territory" if Quebee's petition were granted, 
There wos also, an intimation that the Mont#eal Board of 
Trade would eventually request that the "eeloct terri- 
tory" be restricted to the Maritime provinces alone, 
leaving out of its operations all the sections of the 
Province of Quebe¢ included therein under the Act, 

In the face of this attitude of Montreal, the 
Maritime Board of Trade at first favourable to the 
Quebec application, recanted its previous stand and 
opposed vigorously before the Board of Railway Com- 
missioners the application of Quebec, 

in the hearings, thé first two of whieh took 
place in the City of Quebec, one on the 19th of November 
1930, the other on the llth of December 1930, copious 
evidence was produced by the Quebee Chamber of Commerce 
to show the reasonableness of the application, The 
transeript of these hearings is contained in Volume 574, 
page 7600, and in Volume 579, page 10,600 of the Reports 
of the Board of Railway Commissioners, 

Similar sittings were held in Halifax, N.S., 
and Saint John, N.B. Reports of these sittings are 
contained in Volume 580, pages 1 to 89, Board of Railway 
Commissioners, Final hearings were set for the 18th of 
March 1931 at Ottawa, These hearings never took place, 
but were postponed pending a readjustment of the 
personnel of the Board, 

Furthermore, the jurisdiction of the Board of 
Railway Commissioners to deal with this matter was 
Seriously called into question. For this and other 
reasons it .was deemed advisable to postpone further 
proceedings until a more favourable opportunity presented 


itself, It is felt that this opportunity is now present 
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Sifice your Honourable Commission is instructed to review | 
and report upon the effect of economic, geographic and 
other disadvantages under which certain sections of Canada 


find themselves, 


QUEBEC'S POSITION TODAY VIS-A-VIS 


The statutory position of Quebec with regard to 
the Maritime Freight Rates Act is not changed, 

The reasons given in support of Quebec's applica- 
tion for inclusion in the "select territory" in 1930 ana 
1931 are valid today. Quebec goods and merchandise, 
destined for the "select territory", must be ferried to 
Levis at an additional expense of approximately nine cents 
per hundred pounds, The newly established industrial 
centre at St. Malo, a part of Quebec City, where, through 
the initiative and enterprise of the administrators of 
Quebec, there have been established a large number of 
important commercial enterprises, will be handicapped 
in its further development by the necessity of absorbing 
rates or charges, either by truck, rail or ferry, which 
will be detrimental to the progress and expansion of 
these industries, Moreover, in’ a number of commodities 
at least, Montreal is enabled to compete successfully 
in distribution to the "sélect territory". In 4& word, 
through the operation of the Maritime Freight Rates Act 
Quebec finds itself unjustifiably in an isolated position, 
and it is to correct this’ artificially created geographic 
disadvantage that application for relief is made to your 


Honourable Commission, 
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PART II 
THE AMELIORATION OF THE UNSATISFACTORY 
AND DISADVANTAGEOUS SITUATION AS REGARDS 
MARITIME TRANSPORTATION IN WHICH THR PORT 
OF QUEBEC FINDS ITSELF UNDER THE EXISTING 
ADMINISTRATION OF THE NATIONAL HARBOURS 
BOARD AND THE PROVISIONS OF THE NATIONAL 
___ HARBOURS ACT 


The National Harbours of Canada, of which the 
Port o. Quebec is one, form an important part of the 
Canadian transportation system, Upon their proper and 
efficient functioning and their ability to compete with 
the United States ports depend in measure Canadian import 
and export trade benefits, 

THE GIBB REPORT 

The Port of Quebec, in common with ports of Halifax, 
saint John, Chicoutimi, Montreal, Three Rivers, Churchill 
and Vancouver, is administered by the National Harbours 
Board @8 constituted by 1936 Statutes of Canada, Chap, 42, 
Previous to this statute, the Harbour of Quebec was a 
federal property under the administration of three 
government appointees dalled the Quebee Harbour Com- 
missioners, The change in administration resulted from 
the recommendations of Sir Alexander Gibb consequent on 
a survey of the National Ports of Canada which he con- 
ducted at the request of the Government. 

The conclusions and recommendations as contained 
in the Gibb's report can be stated briefly as follows:- 

(1) The commission system of administration was 
unsatisfactory because:- 
a). The national interest was subordinated to 
the local interest; 


b) The Commissioners generally were at times 
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too much influenced by political con- 
Siderations; 

c) The Commissioners, holding office, as they did, 
at pleasure, were subject to dismissal when 
the Government changed; 

d) The Commissioners instead of confining them- 
Selves to questions of policy, undertook duties 
of an executive nature which would have been 
better left to the permanent staff, with the 
result that confusion and apathy were rampant ;3 

e) The financial aspect of the ports owing to the 
loose control exercised by the federal govern- 
ment in this regard was unsatisfactory and 
opened to abuses; and finally 

f) The engineering factor in the port administra- 
tion was either faulty or completely lacking, 
the result being tremendous waste of money 
and effort, 

In consequence of the above, it was Suggested 

that a central authority be set up to coordinate 

policy and to control the finances and the 
engineering undertakings, In place of the local 
harbour commissioners it was suggested that, in 
addition to the central authority, a local official 
called a Port Manager should be placed in charge 

of each port under the central authority. These 

Suggestions were put into effect by the National 

Harbours Board Act, 1936 Statutes of Canada, 

Chap. 42, . 

Anothor recommendation ancillary to the above, 

which unfortunately was not adopted, was that 

relating to the appointment of local Harbour 


Councils which would represent local interests 
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and port users and assist the Port Manager in 
matters of local policy. Gibb on Page 3l, 
paragraph 83 and following of the report, says 
imsthignvoconnec tion: 
"Considerable latitude should be allowea to 
the port managers so long as their act _v_ties 
are directed to carrying out the policy laid 
down by the central authority. It is essential 
to avoid emasculating the local administration, 
since no centralized control can replace an 
efficient and active local administration, or 
the special knowledge and initiative OF sche 
local business community, both of which are 
vi belitovaddont!s iprosperlLty. 

"Ror this latter reason I strongly advocate 
anbotaksedvisopy. councnis, There ane very 
many aspects of port working which nauchne 
council can properly care for, such as erie 
representation of the interests of upravete 
wharf owners, of local merchants and dis- 
tributors, of local consignees and exporters, 
of the labour view, and of the attitude or 
Boards of Trade, Chambers of Commerce, corn 
Exchanges and other such trade organizations, 
in jeaddition to: shipping. 

"Tt serves very usefully to identify the 
community with the port; and to secure the 
support and interest of local Members of 
Parliament, the City, Counci|, or provincial 
Government in schemes, and so anticipate and 
meet criticisms from any such quarters, or 
action that might be prejudicial to the HOrG. 


"Tt igs invaluable in exploring the 
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possi bali tics.of lecal markets, in carrying out 
advertisement and propaganda and in co-operetion 
with interests likely to promote industrial 
developments. Finally, a local council provides 
a useful check on the tendency of more or less 
permanent officials to become stereotyped or 
arbitrary. 

"The port manager would be ex officio chairman 
Of, the, council, which would meet regulariy and 
be consulted on all such matters as proposed 
developments, alterations in rates, important 
changes in operation. The members of tne council 
should have the right of initiating cuiscussions 
omimeauvers of: pokteyefiecting, ithe porn. onm,eny 
complaints raised by users of the port, and on 
questions of rate, charges, .ete.; but .not on 
any purely executive matters, and they would 
have no executive duties or powers. 

"the advisory council's) proceedings, and 
recommendations would be submitted to the 
central authority, and they should have the 
right of direct access to the central 
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THE PRESENT SITUATION 


The incomplete implementation of the Gibb Report 
as outlined above, has resulted in a centralization which 
has met with much criticism throughout Canada, and has 
been reflected in speeches, and resolutions placed on 
the. Order Paper in the Houses of Commons..from time. to 
time. The Port of Quebec has been particularly affected 
Dig cis: Siva tion: 

berore the construction. of, the ship channel. 
that is to say for a period of approximately 250 years, 
Quebec was the head of ocean navigation, being 160 miles 
nearer the sea than Montreal and approached by a natural 
deep water channel. This Natural geographical advantage 
contributed greatly to the economic prosperity of the 
City. Since the year 1862 or soon after, the prosperity 
Pimeben  orihas: declined in. favor. of. Montred))'. 

The reason for this decline has already been 
mentioned, namely - the dredging of the ship channel to 
Montreal. The dredging was initiated by the Montreal 
Harbour Commissioners and was carried on soon after at 
public expense by the Government of Canada. That this 
was detrimental to Quebec, there can be no question, and 
the economic results were soon felt and are still being 
Pelt today. As soon as the ship channel was completed 
maritime interests concentrated at the Port of Montreal 
and for good reason - Montreal at the time being the 
internal centre and source of the export trade, and the 
move thereto brought the transportation companies closer 
to the’ source of supplies. Quebec on the other hand at 
that time having interested itself in the business of 
import-export, and having done nothing to develop a 


hanpoemiend (tributary to dit, was deprived of the main-stay 
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Gl 10s Economic aculvity by thie move. “Since that time, 
despite great effort, Quebec, for the purposes of export, 
has remained tributary to Montreal. That in due time and 
by great effort, dint of the people and particularly the 
merchants of the City did develop, with the help of railways, 
@ verritory suflicient to Supply the’ Port. for export 
purposes avail nothing against the superiority established 
by Montreal in the early days. It would seem moreover 
that the policy pursued by the railway and maritime 
interests centered in Montreal exerted then and continue 
to exert such a pressure on our local economy, that even 
today boats do not as a rule call at Quebec either 
from inland or from external points, the reason being 
that cargoes from Quebec are not generally available. 

The centralized policy of the Netional Harbours 
Board has mitigated against any remedial measures which 
might be taken to attract goods for export to Quebec, and 
as a consequence, despite an apparent balance sheet ef- 
ficlency, the Harbour of Quebec igs today practically un- 

used by, and unknown to prospective Siivpers. Lt Mist 

not be forgotten that the Quebec Harbour Commissioners 
were instrumental in attracting trade to Quebec and in 
fighting, for such things as the preferential rate on 
grain over the Trans-continental from Fort William to 
Quebec, in 1921 and in 1926. Since the disappearance of 
fis Board, its functions i'n attracting trade to Quebec 
have been to a certain extent taken over by the Quebec 
Chamber of Commerce. However, it must be apparent that 
port promotion carried on by this body does not carry the 
mme weight that it would if it were carried on by some 
authority connected with the port. Thus in this connection, 
the Chamber of Commerce has succeeded in aLeresting: Local 


exporters of cheese in utilizing the Port of Quebec. The 
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Port authorities are on the other hand apparently 
unwilling or not interested in accommodating that 
business which would consist of a Shipment of 50,000 
boxes of cheese per annum, amounting to a total of 
2,125 tons per year. 

Another example of the apparent lack of interest 
on the part of the authorities concerned in the ad- 
ministration of the Port of Quebec can be seen from a 
cursory glance at the grain export totals from Quebec 
in the years 1944 to 1948 and a comparison with the 
totals in the period 1927-1930. In the former, an 
average yearly total of over 9,000,000 bushels was 
received at the grain elevaton in ths tatwen! the average 
had declined to less than half that Loy Vo POUU A COCO N00C 
bushels, and no representations or attempt was made by 
the port authorities to remedy (the situation. 

There are also many products for export in the 
interland of Quebec which could utilize the Port of Quebec 
were they given encouragement and service. The impression 
gained through contact with this extremely centralized 
body is not favorable to the development of a port such 
as Quebec, which is over-shadowed by that of Montreal . 

The last few years of the administration by the 
Quebec Harbour Commissioners saw the expenditure of 
approximately $25,000,000. for the construction of many 
new facilities and for the improvement of already existing 
eeci lives in the pert. Today, under the National Har- 
bours Board, the Port of Quebec is being barely maintained 
and many of its sheds have fallen into complete decay. 

It is not exaggerating to say that there is general in- 
dignation among the people of Quebec, particularly among 
the merchants who have occasion to come into contact 


with the present authorities. 
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RECOMMENDATIONS 

In view of the above state of affairs, it is 
submitted that the present administrative system is 
unsatisfactory and that a solution, - be it the adoption 
of the unfulfilled recommendations of the Gibb Report, 
or some Other method which would do away with the exvureme 
Centralization now prevalent with its accompanying evils, - 
Ciena presen vdeplorable state Of arrairs,) be adopted by 


the Government of Canada as soon as possible. 
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THE PRESERVATION OF THE STATUTARY PREFERENTIAL RATE ON 
GRAIN AND OTHER PRODUCTS FOR EXPORT ON THE NATIONAL 


TRANSCONTINENTAL RATLWAY FROM FORT WILLIAM TO QUEBEC 


rer eat ee a Ld aah abr Le ke eh ly 


INTRODUCTION 

The National Transcontinental Railroad owes its 
Or EPI ne CG certain propositions submitted by the Grand 
Trunk Pacific Railway to Sir Wilfrid Laurier in November 
1902. In these propositions it was stated amongst other 
things that a transcontinental railway was necessary to 
handle the expending business of the North West. In 
the charter granted by virtue of 3, Ea. ADE Eel bee Ces 
o.C., Lt was provided that the line from Winnipeg to 
Moncton was to be built as a government work under the 
name of The National Transcontinental Rellrogd... ‘The 
Government undertook to guarantee interest on bonds to 
75% of the cost of construction. It was also provided 
that the National Transeontinental was to be Leased, on 
completion, to the Grand Trunk fOr se ODEN Lod of Pir py 
years. 

From a brief perusal of Sections 42 to 45 of the 
Ota tutEe? 3°" Ra. VII, Chap. 71, there can be gathered the 
PaCuemwnat Gnd 6 railway was built for the Cxpress purpose 
OF providing cheap carriage of Canadian products, prin- 
cClpally grain, to Canadian ocean ports for export. It is 
also interesting to note that Section 45 of the said 
agreement provides for Shipping accommodation at Canadian 
ocean ports for traffic coming over the railway. 

The total cost of construction ipeluding that of 
the Quebec Bridge was approximately $180,000,000. However 
it was felt at the time that the expenditure was well 
worthwhile in that it would provide a method of cheap 


and fast transportation from the Prairies to Canadian 
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ocean ports. These advantages were realized in the 
Conetruction itself for, by building on a straight line 
from Winnipeg to Quebec, a distance of 214 miles was 
saved and the distance from Winnipeg to Halifax was 

euc by 250 miles. In addition, the grades on the 
railway were of a nature to accommodate long trains, the 
maximum grade being no more than four-tens of one per 
Cont, tUnet is Lo sey approximately 21 feet in 4 mile. 
Combining as it did these two essential categories of 
efficient transportation, high hopes were placed on 

the success of the undertaking. 

Quebec, as one of the terminals of the line, 
looked forward to rejuvenation of its lagging export 
Mredo and to e Stimulation of tts commercial life. 
Unfortunately these expectations were not realized. 

im face SO much did the City of Québec count on the 
success of the National Transcontinental that it 

entered into a contract with the commissioners of the 
Transcontinental Railway in 1910. By virtue of this 
contract, upon the undertaking by the railway that it 
would construct passenger and freight terminals, workshops 
and wharves, the City sold a property called The Champlain 
Market, valued at $2,000,000. for the sum of $100,000. 

ihe hallway did wet fulfil. its part of the contract 
although they kept the Champlain Market. This was a 
serious blow to the Commerce of Quebec and it was further 
intensified by the non-realization of the expected export 
trade, particularly on grain through the Port of Quebec 
for which purpose the railway had been constructed at 
great. cost. 

The struggle to secure a cheap rate and the 
expected development in the export trade did not come 
about because the rates put into effect between Winnipeg 


and Quebec were prohibitive. The result was that the 
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Transcontinental Railroad fell into a state of disuse 
almost from the time of its completion. Needless to 

say this state of affairs particularly as affecting 

the City of Quebec, was strenuously objected to. The 
City, the Quebec Harbour Commissioners and other Pup c 
bodies tade repeated requests to the Railway, the Govern- 
ment and finally to the Board of Railway Commissioners for 
the implementation of Sections 42 to 45 inclusive, of 
Sha. Vilar enepin 71 Weick provider ast fol lows 

“SECTION 42. - That the Government aid is granted 
for the express purpose of encouraging the develop- 
ment of Canadian trade, the transportation of goods 
through Canadian channels. The company accepts the 
aid on the conditions and agrees that all the 
freight originating on the line of Railway, or 
its branches, not specially routed otherwise by 
the shipper, shall, when destined for ports in 
Canada, be carried entirely on Canadian territory 
Or iby the. Canadian Hnlend ports, andorthat: the 
GOMCuUphIralte= onl exportitrariiics from tre pointy of 
OPUgiiy Sortner pom i. Or destination eheaiilis tino 
time be greater via Canadian ports than via United 
not specially routed otherwise by the shipper, 
States ports and that all such traffic/ shall be 
carried to Canadian ocean: ports." 

"SECTION 43. - The Company further agrees that 
it shall not, in any matter within its power, 
directly or indirectly advise or encourage the 
transportation of such freight by routes other 
than those above provided, but shall in all 
respects in good faith, use its utmost endeavors 
GO Dutt on): condi tions: pon wich publ id.eid 
is granted, namely - the development of trade 


through Canadian channels and Canadian ocean ports." 
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"SECTION 45. - The company shall arrange for 
and provide, either by purchase, charter or 
otherwise, shipping connections on both the 
BULanULe and Pacitie Oceans, surficient. in 
tonnage and in number of sailing to take care of 
and transport all its traffic both inward and 
outward, at such ocean ports within Canada, upon 
the said line of Railway, or upon the line of the 
Inter-colonial Railway, as may be agreed rrom 
time to time, and the company shall not Covert 
Of, 80 far a8 10 can lawfully prevent, permis Go 
be diverted to ports outside of Canada which it 
can lawfully influence, or CONntrOL, Upon (the 
ground that there is not a sufficient amount of 
shipping to transport such traffic from or to such 
Canadian ports." 

finely. (On the’ 260k or Aupust L027. the ‘Board 

of Railway Commissioners for Cansds, sitting at Ottawa 
"In re General Freight Rates Investigation" partially 
acquiesced to the City's representations by the issuance 
of General Order 448 which provided inter alia that the 
Canadian National Railways publish a rate of 18.34¢ per 100 
pounds on export grain from Fort William, Port APGhaT, 
West Fort and Armstrong to Quebec. A report of the 
juCeent Wat ound ins) CO. C, Lavy. Ines. OL Low ine 
quotations from the report are of interest. 

(1) From the head notes on Page 128. 

"Upon representations made by the Quebec Harbour 

Commissioners, the City of Quebec, the Manitoba 

Government and other interests, the Board ordered 

that the C.N.R. publish a rate of 18.34¢ per 

eases pounds on all grain for export from Port 

Arthur, Fort William, Westfort and Armstrong via 


the National Transcontinental to Quebec, upon 
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the ground that the Oe ewes oe pro- 
hibitive and tended to divert traffic to 
New York via lake and rail and that the 
higher rate was not in-accord with.the 
PXOVSSS Purposes: Of ithe «construction sof -the 
National Transcontinental Railway." 
(Assistant Chief Commissioner McLean, 
dissenting). 
(2) In his reasons for judgment, the Chief Com- 
missioner the Honourable H.A. McKeown, K.C., says 
at Page 168 of the Report: 
"The facts complained of with reference to 
grain are well known and have been many times 
established. The -peographical-postitiion tof 
that portion of Canada which produces the largest 
amount of grain'is such that rived routes are 
presented. In harmony with the undeviating 
ruses ot trade, this.product as aweliis«as -others 
will seek its market by way of the easiest and 
cheapest route. lt 2s; notyto be expected that 
the producers of grain jor other articles will 
forego the largest return they can get by reason 
of, the desire om the part of other sections of 
the country to handle their business. In con- 
sequence, the problem takes on the aspect ior 
bringing about conditions under which Canadian 
Seaponts) canesecure and hold such business, and 
at the same time assure to those originating such 
traffic a return not less than can be secured by 
transit otherwise. 
"In order to bring about this result which is of 
highest importance to the nation, Canada has not 


Scrupled to expend ea very large amount of money 
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in constructing a railway straight from the 

wheat fields of the west to Atlantic ports. 

"The Transcontinental Railway from Winnipeg 

vo Quebec,” Salmo Vohn’ and Halifax) was’ built 

at a cost, the justification for which rests 

upon the fact that it would secure to Canadian 

railways, Canadian ports, and ships sailing 

therefrom, both in summer and in winter, the 

carriage of tmiliions of bushelsvavailable yearly 

for export.” 

(3) The Deputy Chief Commissioner says, at Page 222, 
as regards the rate of 18.34¢ ordered: 

"In the present instance, it would moreover 

be abundantly clear to all concerned that these 

raves are ordered in compliance with the pro- 

visions of the Statute of Parliament 3 Ed. VII, 

Chap. 71, and of the agreement entered into 

pursuant hee particularly sections 42 to 

45 thereof; and also in compliance with the 

direcvLonsicr  Uraersu in Council Pio. BCby OL bhe 

bil Ol wine, 2925. Bnd PO. 24 of the 7th of 

January, 1926: that the puroort of this rate ad- 

PUStMGne Le bo wProvino, 6s Tar As possiole the 

POUtINe Of rain) aid other products through 

Canadian ports; that if this rate were ineffective 

or if other competitive rates were reduced, this 

Board would have to consider the advisability of 

ordering Turther reductions with a view of 

obtaining the desired results." 

The Canadian National Railways applied for leave 
to appeal to the Supreme Court of Canada on this matter, 
but the application was turned down by the Board of Railway 


Commissioners on July 25th, 1929, the report of the judg- 


a 
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ment being contained in 36 C.R.C. Page 81. An appeal 
from the above decision was then launched before the 
Supreme Court which in turn refused the #pplication; 
tne report of this judgment being contained in 1930 
Sl ii OO 

THE PRESENT SITUATION IN QUEBEC CITY 


Tie rate as ordered by the Board went into effect 
in August, 1927, and from a total of 508,23) bushels 
received by rail in 1927, the year 1928 saw an increase 
ove, sy oye Ouse L Se. 1 Ghee per od Loerie LOSOSthe 
average yearly rail receipt was 1,251,432 bushels; whereas 
the average receipt via water was 7,794,969 bushels. The 
combined receipts for that period at Quebec amounted to 
a yearly average of 9,046,401 bushels. In the period 
1944 to 1948 inclusive, the rail shipment more than 
tripled, amounting to an average yearly receipt of 4, 
378,749 bushels. However, on the other hand the receipt 
by water declined tremendously, the total receipt in the 
period amounting to only 2,267,555 bushels. Reviewing 
the combined receipts of the period 1944-48, the yearly 
average is seen to have declined to 4,850,888 bushels, 
about half the yearly average for 1927 to 1930 inclusive. 

from these figures, it can be seen that today 
Quebec's position as an export centre has declined and 
that in addition it is dependent on rail transportation 
for the small amount which it does receive. The causes 
of this situation are as far as can be ascertained as 
LoLlows: 

(a) The fact that all water transportation of 
grain is cheaper than the preferential all railway rate, 
and the fact that Quebec is in an unfavorable position 
regarding the -receipt of grain by water due to the fact 


that an extra two or three days must be used by boats 
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coming past Montreal to Quebec combined with the lack 
or rate cargo. 

(6) “The Pact that insofar’ as all-rail transportation 
is concerned, the conditions contained in Sections 42 
to 45 are not being carried out, namely that the rate 
of 16.34¢ is not Low enough to encourage the use by the 
shippers of the Transcontinental Railway, or else the 
Canadian National Railways is not encouraging the use of 
this route or providing shipping from the Port of Quebec 
as is required by Section 45 quoted above. Consequently 
the City of Quebec views with consternation the recent 
general percentage increases granted the railways, and 
declares that such increases are discriminatory towards 


the Civy “or Qusepec’: 
ARGUMENT 


In connection with the percentage rate increases 
granted,” =) We "SuDmli Ut 
Firstly, - That the increase over the basic rate 
of 10 .34¢ frou ‘Fort William to\'Quebec will result in a 
further disparity between all water and all rail rated 
and is in consequent prohibited and will inevitably result 
in depriving Quebec of its export grain trade. 
Chief Commisstoner McKéown at Page 170, 33 R.C., 
says: 
"Hor its advancement in the way of grain export, 
Quebec must look to the National Transcontinental 
Retiway aid vo the fultilmenrw or le objects -ror 
which it was constructed." 
The increase in rates over the National Transcon- 
tinental wlil prevent the Turther cerriage of~grain-and 
other pute from Fort William and Winnipeg over the line 


of the National Transcontinental except in extraordinary 
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conditions. The deprivation of this import-export trade 
will have an extremely adverse effect on the economy 
of the City and people of Quebec, and in addition will 
deteatwons iol the. pramcipal) poe lsu dt om whaleh: bine 
National Transcontinental was built at tremendous cost, 
nano lyre. Uhestcheap carriage tor export goods to Canadian 
ocean Forum, 
"The Transcontinental Railway from Winnipeg to 
Quebec, Saint John and Halifax, was builtiat a 
COT tas US Car On iiolY Walioin: Rests UpeEn 
bhieiiack) that it would) secure: to Canadian Railways, 
Canedi am ports) 2ncs sAipss sailing, ohereirom, 00th 
ii eunmmer and winter.! the: carniage ofimigd lions of 
bushels available yearly for export”: 
(Chief Commissioner McKeown, Page 168, 33 C.R.C. 
secondly, - It is submitted that the Statute of 
Canada 3 Ed. VII Chap. 71, as interpreted by the Board 
Cheboliway Ochiniseloners 17 55 0.R <0. Ley) overrides tae 
argument by the railways that the cost of operation 
necessitates an increase in the rate. In page 167 of 
the Report above mentioned Chief Commissioner McKeown 
Sago: 
"What may be the result of the reduction in the rates 
on grain castward over the National Transcontinental 
Railway to Canadian Ports, remains to be seen’ after 
such rate has been put in and the traffic moved 
thereunder. In considering any loss in revenue thus 
occasioned, it must be remembered that such rated 
are being put in following the agreement made between 
the Government of Canada and the Grand Trunk Pacific 
Reaitway Company embodied tn: Chap.s 756 3° Bd. VII, 
Sec tine Wei!" 
The Deputy Chief Commissioner at Page 224 also 
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"But even if a rate of eleven cents per bushel 
from Armstrong to Quebec were not in itself 

a profitable rate, I am of the opinion that 

the Board, in determining a just and reasonable 
rate, must take into account the circumstances 
which accompanied the creation of the National 
Transcontinental and the Grand Trunk Pacific 
Railways, and the compensation in money already 
received by these railways for the avowed 
Purpose, Ul Vpess10Ve. ton MOULIN (eral enc olner 
Canadian products through Canadian channels." 

It is therefore recommended that a thorough 
investigation of the particular circumstances surrounding 
the establishment of such rates (such rates as established 
by general Order 448) be undertaken with a view to 
implementing Sections 42 to 45 inclusive of the National 


Transcontinental hallway Act. 
CONCLUSION 


NO ULsScCussion Of tne economic ic leadventaces, 
under which the City and people of Quebec Labour, with 
regard to transportation problems, would be complete 
without reference to the role played by the Railway 
Companies. 

¥n connection with this we advance the following 
submissions: - 

1) The railways, both Canadian National and Canadian 
recific, Dave pursued and sre pursing. =a policy inimicablies 
oO Lhe anterests of the GCLby of Quebec in that: 

a) They have concentrated their operating and 
Maintenance facilities at Montreal, to the exclusion of 
Quebec, thus denying to the people of sur City their fair 
share of railway employment, and of revenue arising there- 
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b) They have encouraged the flow of trade and 
commerce of the City of Quebec and its hinterlands towards 
Montreal, instead of Quebec where it rightfully belongs. 
In doing so they have relegated the City of Quebec to 
ths, elatus ol, a branch line terminal. An, illustration, of 
Ges ooLLoy ican be: found on. the tact, that, the main line 
to, Lhe. Lake Si. John regilonis. from Montreal... Yet.an 
examination of the history of this area will show that 
it owes its development to the construction of the Quebec 
and Lake St. John Railway (originally called The Quebec 
and Gosford Railway) which was heavily financed by the 
Gity of Quebec under by-law of the said City No. 250 
dated 23rd of February, 1876, and by-law No. 264 dated 
Oth of February, 1883. The Quebec & Lake St. John 
Railway was eventually taken over by the Canadian 
Northern which in turn was absorbed by the Canadian 
Neidonel Raliways.. Une in iustice, of this situation, as 
quite apparent - the Lake St. John area opened up by the 
initiative of the citizens of Quebec and then the profit 
from this enterprise flowing towards Montreal which 
Contributed nothing. | 

2) That the Canadian National Railways in addition 
tO the above has not fulfilled. the obligations’ and. unden- 
Takings: by. which it..was bound ,in, contracts, entered nto 
by its predecessors; 

a) By a contract dated the 26th of August, 1910, 
before Charles Edmond Taschereau, Notary Public, between 
tne. City of Quebec and the Commission of the Transcontin- 
ental Railway; in consideration of the sale to the said 
Railway of the Marche Champlain, being designated No. 2300 
of the official cadastre of the Champlain Ward of the 
City of: Quebec, on, the officiel, plan and book of, reference ; 


it was agreed that the Transcontinental Railway would 
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build passenger and freight terminals, workshops and 
wharves in the said Champlain Quarter which would be 
the most considerable in the Province of Quebec. The 
aforementioned Champlain Market property sold for the 
nominal sum of $100,000. was’ worth at least $2,000,000., 
apart Pom tie value! or the puto ine ‘om Let he 
Transcontinental Railway agreed to expend a minimum sum 
OF 2% OOO, 000 (on. theses worke: This agreement was 
not kept by the Transcontinental Railway although they 
did not hesitate to keep in their possession (The C.N.R. 
still has possession) the Champlain Market property. 
When this state of affairs was protested it was stated 
that a contract dated the 22nd of September, 1913 between 
the City of Quebec, the Commissioners of the Transcontinen- 
tal Railway, and the Canadian Pacific Railway Co. and the 
North Shore Railway Company, made inapplicable the pre- 
viously agreed upon terms. However that may be, and the 
GLLy of Quebec never ‘admitted any such’ ‘contention, by 
tacit agreement the construction of workshops and ter- 
Wineal Tacit ties’ was undertaken at. St. Melo. “Dn 1939 
the St. Malo shops were abandoned by the C.N.R. and turned 
over to the Government of Canada for war purposes. Since 
that time the C.N.R. has no terminal or workshop facility 
of its own in the City of Quebec. An outright violation 
Of Lbs Contractual “oblaveatt ons, 
As water the Kee pineor agrectenta. 6 Lt iis 

very much to be doubted, in view of the facts, that the 
Canadian National Railways has complied with Section 43 
of Seatutes 34 hd.” Vit.” Chap 7 ly wiien teads: 

"The Company further agrees that it shall not in any 

matter within its power, directly or indirectly 

eavise-or -oncourage toe transportation of such 


freight by routes other than those above provided, 


a 
i | 


wee a. ot 
ef wane cae cbbensivent 4 * es r ytd 


6 in sd Tal ; 
sing 8 ee Ee ee 
' a 
aa 


at ie he hey arte ion 


rr an a _ 


My el 
are yGotteus ‘to a viet vie - at nidergnnsg hs 


a | _— ors 


‘kK etve yvieedety Saget pt a timed parang 
7 ‘i cf 


Ne PONS Oey ate facel jo Alsae ree 0000088 ‘te cum ia 


ob wey ebone el BEE Ss - ort “to “aia vty son't Jee t 


cre OM 2 fae os fede Yowl lon tadde tdnad swoon a 


eidy asnw. 


- ganyvead FLOP .. coda aco wilt leh doratiaoe a vet. Ve 


a 7 


ot die rai 2) pail 


oll y ot Ht iv fee i) 


i 
, 


exec aide: wath F 


wf, 


} 


oO 4 


pA Nik | : i 
brent 2M hi 
Pay 
ath 4 7 vit if a - j 


amet 


- 8220 - 


Witton. . wih Get Teapects, an good faith, use 

its utmost endeavours to fulfill the conditions 
upon which the public aid is granted, namely - 

the Ggevelopment of trade through Canadian channels 
and Canadian ocean ports." 

The record in this matter speaks for itself. 

It must be noted that the Canadian Pacific Railway 
is not itself entirely free from blemish in this connection, 
for by contract between the Government of the Province 
of Quebec and the C.P.R. the Canadian Pacific Railway 
undertook to establish its eastern terminus in the City 
of Quebec and to maintain also a repair department, and 
workshops. The said undertakings read as follows: 

"Statuts de la Province de guépec, 45 Victoria 
(année 1882) Chapitre 19, Appendice A, Article 6, 
reve (1% 

'Qu'en autant que la dite acquisition du dit 

chemin est constituce par les présentes une 

extension du chemin de fer canadien du Paci- 
fique, le Terminus Est du dit chemin sera 

fixé et restera perpétuellement & l'endroit 

connu sous le nom de Casernes de la porte de 

yuébec, dans la cité de Montréal, a moins que 
plus tard, la compagnie n'étende son chemin 

de fer du Pacifique jusqu'! 4 la cité de Guébec, 

dams lequel cas le terminus de Montréal pour 

les passagers restant toujours aux dites Caser- 

nes de la porte de Québec.'!" 

'tstatuts de la Province de yuébec, 45 Victoria (année 
1882) Chapitre 20, (contrat entre la Province de “uébec 
et le Syndicat des Chemins de fer de la Rive Nord) 
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'Le département des mécaniciens, le bureau des 
ingénicurs et les ateliers dé construction et 

de réparation du dit chemin, seront dans la cité 
de Québec, et le syndicat gardera & son service, 
autant que, dans son opinion, la chose sera 
compatible avec la bonne administration de son 
chemin, les employés actuellement au service du 
gouvernement; et le syndicat ne congédicra sans 


cause, aucun dcs employés actucls, sans lul 


j ] s sensation 
donner au moins un mols dtavis ou une compensse 


raisonnable.'" 


Needless to say these agreements have not been 
Carried OuU™ 

b) The Canadian National Railways has actively 
opposed the interests of Quebec notably in regard 
to “uebec's application for inclusion in the select 
territory under the Maritime Freight Rates Act, 
before the Board of Railway Commissioners in 1930. 
Tt also showed its opposition to the interests of 
Quebec in actively opposing the implementation of 
agreements entered into under the Act 3 olan ea 
Chap. 71, which has already been discussed. 

3) That railway freight service to and from 
the City of Quebec is characterized by unnecessary 
lose or ime. In cthis eee icf competitive trans— 
portation facilities time is of the essence oP any 
contract for the carriage of goods, and it is no 
wonder that in the City of Quebec it is estimated 
that over 75% of wholesale merchants utilize the 
more expensive motor transportation Fact IAGies, in 
preference to the railways. This necessarily 


results in a diminution of revenue, such CAiminution 
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certainly cannot be corrected by the increases 
put into effect and about to be put into effect. 
It is therefore suggested that the railways seek 
2 more comprehensive solution to the problem of 
decreasing revenues and rising costs. 

We wish to state in conclusion to this brief 
that the City of Quebec is not in any way attempting tO 
obtain preferencial treatment, on the contrary Vi WODes 
that the submissions contained herein will have the 
erfecs of inducing this Royal Aenea ion to make such 
recommendations as may be required to remedy the disad- 
vantages under which the City of Quebec has laboured 
and ig labouring in its struggle for economic prosperity 


5, 


and Self-sufficiency. 
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MR DESMARAIS: Q. Mr. Power, would you turn to 
page 1 of your brief; in the second paragraph you refer 
to the economic disadvantages under which the City and 
District of Quebec finds itself. Would you kindly tell 
us what area is included in the phrase "City and District 
of Quebec"? 

A. Wel], it would naturally include the city proper 
and suburbs to within a radius of ten miles approximately. 
Q. In the last paragraph .on the same page you 
refer to the handicaps being artificially created; is it 
correct to say that the handicaps to which you refer are 
as follows: the ‘dredging of the St.Lawrence River , (trie 
eut-off from the Lake St.John Railway, the M.F.R... fail- 
ing to include Quebec in the select territory -- these 
are the three to which you refer; are there any others? 

A. There are others which I have not included, and 
which my colleague from the Chamber of Commerce will 
elaborate on more fully. 

C. that rey Mrs*rorssen? 

LP Mes POrssons 

Q. The Secretary of the Chamber of Commerce? 

A. The Secretary of the Chamber of Commerce. 

O. "Now, nave you in mind any other handicaps besides 
these artificial ones? Are there any natural handicaps 
for the City of Quebec? 

A. Well, as compared to the Cityeor Montreal,ofor 
instance, we are not situated at the outlet of any inland 
navigation as they are. That is the one which strikes us 
most forcibly, and it is one which has played a large 
part in the relative developments of the two CLeLes. 

Q. Then at the bottom of page 1 and the top of page 
2 you refer to the restoration of certain priorities in 


trade and commerce of which the citizens of Quebec believe 
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themselves to have been deprived. Could you indicate 
shortly what these priorities are? 

A. Well, I would say briefly they consist in 
Quebec's proximity to certain markets such as markets of 
the south shore below, from Levis to the New Brunswick 
border, and also its proximity to the Saguenay and Lake 
St.John area.’ The priorities of which we speak are 
priorities of closeness to these areas -- priority in that 
we are naturally able to sell and buy from them cheaper 
than any other comparable city or district. 

Q. Now, im the first paragraph on page 2 you refer 
to the statutory and contractual rights which the City of 

Quebec has acquired in the past. Are these all mentioned 
in your brief later on, or would you wish to enumerate 
them briefly? 

A. I would like to make a note at this point that 
this is more or less the introduction to the main body 
of the brief, and below is set out exactly what our pur- 
poses are in submitting this brief. However, to answer 
your question, Mr. Desmarais, the statutory and contractual 
rights to which we refer relate particularly to the rates 
on the National Transcontinental Railway. 

Q. And the contractual right is the agreement that 
Quebec made in regard to the Champlain market? 

A. No; it refers to the contractual rights embodied 
in that statute. 

Qn Now,svat page2, in the centrerof the page, you 
make three recommendations; I understand these are the 
main recommendations of your brief? 

A. That is right. 

Q. You had perhaps better read those. 

A. "In particular, the submissions contaimicd in this 


brief have as their object: 
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(1) The amendment of the Maritime Freight Rates Act 
so as to include the City of Quebec in the 
select! area; 

(2) The amelioration of the unsatisfactory and dis- 
advantageous situation as regards Maritime 
transportation in which the Port of Quebec finds 
itself under the existing administration of the 
National Harbours Board and the provisions of the 
National Harbours Act; 

(3) The preservation of the statutory preferential 
rate on the shipment of grain and other products 
from the Prairie Provinces to Quebec over the 
National Transcontinental Railway. " 

THE CHAIRMAN: Q. Is that statutory preferen- 
tial rate one provided for by the Act of 1903? 

A. Yeo, \8in. 

Q@8°And you say 1t has been departed from? 

Ae OX C84 Ede, | 
MR DESMARAIS: Q. TI understand you develop each 

one of these points as you gol’on in ‘your brief? 

if. oultat is irritant. 

Q. Now would you turn to page 5 of your brief; in 
the first paragraph you refer to the cut-off which gives 
direct access forthe products of the St.John-saguenay 
region to the City of Montreal, and deprives Quebec of the 
benefits of the export and import trade to and from that 
section of the province. Now, just where is this cut-off 
that you ete COM 

oom Vheviout-oRL TeviatiRinsiere 4 Pierre. 

Q@. Wisitthie really a out-offymor! isthe maim dine+-- 

THE CHAIRMAN: Where is it on page 5, Mr. Des- 


marais? 


MR DESMARAIS: About twelve or thirteen lines 
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down, they refer to a cut-off. 

THE WITNESS: The thirteenth line. 

THE CHAIRMAN: Where you say, "The Corporation 
of the City of Quebec subscribed and paid'--- 

MR DESMARAIS: Yes. 

THE CHAIRMAN: Yes, I see: 

"This railway, after having been taken over by the 
Canadian National Railways, was diverted from its 
original purpose of bringing traffic to Quebec by 
means of a cut-off...” 

MR DESMARAIS: Q. Now, is this really a cut-off 
or is the main line from this region to Montreal with a 
cut-off to Quebec? 

Ce Noweactuad wa the Olneapnivilere. 4 (Plerne 1s 
what was formerly the Great Northern Railway. 

THE CHAIRMAN: Gentlemen, the time has come for 
us to observe a few minutes' silence. 

(At this point there was a two-minute period of 
silence in recognition of Remembrance Day). 

MR DESMARAIS: Q. And you state that on account 
of this cut-off the trade from the Lake St.John District 
goes direct to Montreal instead of Quebec, where you state 
it was originally intended that it should go? 

i= Wes.vs We Cadde line Cuv-off. at. Chis point sbecause 
‘a Woe. that effects. Actually.it was the) Great: Northern 
Railway, part of the Great Northern Railway line from 
Quebec to Hawkesbury and through to Ottawa. Now that por- 
tion of the line from Riviere a Pierre 1s part of the main 
line from Montreal to Chicoutimi. 

Q@. Would not the City of Montreal be a natural market 
for this region of Lake St.John? 

A. Not any more than Quebec. 
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advantage to Quebec? 

A. Yes. I am not saying that it should not have 
been done, and Iamnot getting involved in questions of 
railway policy; all I am stating here is that Quebec 
has aS a result of this cut-off lost a certain amount of 
trade and commerce from that district. 

Q. And you draw the same conclusions when you 
refer to the dredging of the St.Lawrence River? 

's lhat 18 right. Weare citing them purely as dis- 
advantages which exist; we are not asking for remedies 
from this Commission. 

Q. Now will you turn to page 9 of VOUL Doe as 
in the second paragraph, after referring to the definition 
of "eastern lines" contained in the Maritime Freight Rates 
Act, you refer to the "rather arbitrary separation and 
discrimination within the Port of Quebec". Does the Port 
of Quebec comprise the City of Levis? 

A. It does; yes, so much so that the City of Levis 
had a representative on what was then the Quebec Harbour 
Commission, 

Q. Does it also comprise the City of Lauzon? 

ne SLE Loam not, sire of: 

Q. Now, does not the Duncan Report, at page 22, 
indicate the reason for the selection of Diamond Junction 
and Levis ag the divisional points, and they give the 
reasons why the select territory terminated there? 

ae Be esays : 

"For this purpose, we cannot regard the Atlantic 

Divisi.on as ending at Riviere du Loup and Monk, which 

are ifs present western limits. The divisional points 

Shouvld, in our view, be Diamond Junction and Levis, 

Diagmond Junction being the point at which the Trans- 


cO*™ntinental Railway meets the old Intercolonial Rail- 
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way, and Levis the point to which, in 1879, the 

Intercolonial Railway was extended.” 

Quebec has always considered that and still does consider 
that statement a mistake, Quebec, and not Levis, is the 
terminal of the Intercolonial Rallway. It is a mistake in 
phraseology on the part of the Duncan Commission, In 
adding to that point, Quebec states and has stated for a 
number of years that the building of the Quebec Bridge 

was not only a link in the National Transcontinental, but 
it was also a completion of the Intercolonial Railway to 
St.Lawrence ports, Quebec being one of them. 

Q. You contend that Quebec City should have, then, 
been included in the select territory, and this contention 
has continued ever since? 

A, There isa distinction there. We do not contend 
that the area should be extended as much aS we contend that 
the fact that Quebec is the terminus should be recognized, 
and therefore that Quebec should be included, 

THE CHAIRMAN: Q. You say Quebec instead of what? 

A. Instead of Levis -- 2uebee and Levis. 

Q. You do not exclude Levis? 

Bre NG 

MR DESMARAIS: Q. Now, from page 9 to page 15 of 
your brief ‘you'\‘zo- on’ and” trace’ the history of what happened 
when Quebec City brought this matter up before the Govern- - 
ment, and there was P.C. Order 1292 issued in June 1930? 

ee tye diy . 

Q@. 1291, that is right. The hearings of the Board 
of Railway Commissioners then, and opposition was en- 
countered by the Canadian National Railways and certain 
Sections of the Maritimes? 

A. And the Montreal Board of Trade. 


Q. And the. Montreal Board of Trade; and you state 
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fineiiy: 

"For this and other reasons it was deemed advisable 

to postpone further proceedings until a more favour- 

able opportunity presented itself." 
That was in 1930? 

Ain 2951s. 

Qin OSL? 

A. . Yes. The hearing was set, as I say in the brief, 
for the 18th of March, 1931, at least the date was set for 
final hearing here at Ottawa, for March 18, 1931. 

THE CHAIRMAN: Q. At what page of the brief is 
that referred to? 

A. it is at the bottom of page 14, sir, the last 
sentence: 

"Final Hearings were set for the 18th of March 1931 

at Ottawa," 

Q. You say these hearings never took place? 

Ne eNO. aSir : 

Q. Well, now, do you account for ‘that? 

bagi Welh; Sir,st Say turpher on in the brief, the 
tUPASOLCy.On, OF the Board of Railway Commissioners to deal 
with this matter was seriously called into question, and 
I would like to quote from page 7608 of the proceedings of 
the Board of Railway Commissioners for Canada, volume 574. 
This is an objection raised by Mr. J. A. Walker, who repre- 
sented the Halifax Harbour Commission, the Halifax Board 
of Trade and the Transportation Commission of the Maritime 
Board. of trade. He says: 

"The only way the report of the Duncan Commission 
can be altered is by a review of the principle which 
caused the Duncan Commission to recommend and Parlia- 
ment to pass, the Maritime Freight Rates Act, and the 


only one who can possibly do that or the only body 
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that can properly make recommendations reviewing 

what has been done by the Duncan Commission or what 

has been done by the Maritime Preight) Rates Act, is 

a body with Terms of Reference as wide and as compre- 

hensive as the Duncan Commission. I am Submitting 

that this Board with its present powers cannot review 
the work of the Duncan Commission. This is one of our 
objections to having this Freight Rates Act inquired 
into, bya this, Board," 

MR DESMARAIS: Q. Now, the matter was abandoned 
in 1931, and you state that it was deemed advisable to 
postpone further proceedings until a more favourable oppor- 
tunity presented itself; and you state that this is the 
Opportunity? 

Ri walhls Le<cthe Opportunity. 

Q. Do you believe that the same reasons that 
existed in 1927 still exist to-day, or are there new 
reasons added to those? 

A. In general, as is stated further on, Starting at 
the middle of page 15, the reasons are Substantially the 
Same to-day as they were then, in 1930. However, we do 
State that the situation is not so desperate as it appeared 
tO, De,atithat. timek- due mainly to the fact that automotive 
transportation facilities were or did become available in 
a short time which relieved the burden to a large extent. 

@. But you contend that Quebec has suffered a dis- 
advantage through all these years? 

A. It has suffered a disadvantage. 

Q. But still apparently the disadvantage was not too 
great, because apparently Quebec progressed quite well 
during those years; is that not the fact? 


A. Well, we do not admit that Quebec's progress can 


be--- 
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MR DESMARAIS: It might be of interest to the 
Commission to recall what happened in Quebec City, when 
the statement of the Hon. C. G. Power, whom I presume 
you know, was made, as appears in volume 28, on page 
5266, of the transcript. Mr. Power said: 

"Strange as it may seem, Quebec is the fastest 
growing community in eastern Canada. During the past 
number of years, since I have had the honour of | 
representing the nee of Quebécs 20 °has risen in 
population from something like 90,000 to over 
190,000." 

Q@. Now, I presume that you agree that this is a 
correct statement? 

A. I do agree that it is a correct statement, but I 
would say we have progressed despite the disadvantage 
which we have Re eal aS regards the Maritime Freight 
Rates Act and others which we mention. 

THE CHAIRMAN: Q. Would you please tell us how 
the automobile came to your relief? In what way? How 
did the advent of the truck influence the situation we 
have here? 

Veet Well ptsiz, ithe trucking concerns undertook to 
carry the goods to our markets on the south shore at 
cheaper rates than the railways did,:. and they still do. 

Q@. On the south shore? 

A. On the south shore, in what is now the select 
area, from the New Brunswick border. 

Q. That is, from Quebec City across and down the 
south shore? 

pe Wes pisirys acrosstne Wuchec thridge or across’ the 
Quebec Ferry. 

IMR DESMARAIS: @Q. Isn't there also another 


factorjettha tithe wholesalersiin Quebeciicantruck their 
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merchandise over to Levis over the ferry? 

Nit pee, TACK. 

Q. And then take the advantage of the--- 

A. it is estimated that the average cost of.that is 
9 cents per hundred pounds. 

THE CHAIRMAN: Q. Just across the ferry? 

haw» To pay, the. cartage across, the ferry and. to load 
it on to the railway cars at Levis, in order to take ad- 
vantage of the Maritime Freight Rates Act. 

Q. Extra handling? 

A. Extra handling, and cartage, ferrying -- which 
we contend means that practically the same amount of 
trade is going into the Maritimes from Quebec and Quebec 
making less. profit, and the ferry companies or others 
interested in handling these things are making the ee 
ences. 

MR DESMARAIS: @. Now would youturn to page 15; 
in the last paragraph you yee established 
industrial centre at St.Malo, which is a part of Quebec 
City, where important new commercial enterprises have 
been recently established. Do you believe that these 
commercial enterprises would have established themselves 
there if the city was under such severe handicaps, or are 
there other, reasons .for this? 

A. The reason that the St.Malo area has developed 
and is developing to-day is because the City of Quebec 
was able to purchase from the Government of Canada that 
property, a very valuable property, for a very small 
amount of money, and they split up the workshops and 
divided the property up and sold it at very, very reduced 
prices to industrial concerns, with the idea of encourag- 
ing the bringing of trade and industry to Quebec. But we 


do suggest in that regard that the amendment of the Mari- 
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time Freight Rates Act would be of great benefit to 
those industries, because they are so far away from 

une “Levis ferry, ror instanee, and we do not state it’ as 
a fact, because it has not yet happened, but we do say 
that these industries might find in due course that once 
the first flush of the bargain has disappeared, they are 
labouring under disadvantages which would not accrue to 
them in other parts of Canada, as regards freight rates. 

Q. Well, more or less they were brought there--- 

A. Well, the bargain was so good that they came. 

Q@. Notwithstanding these handicaps? 

A. What the future will bring we do not know. 

Q. Now, from page 17 to page 19 your brief deals 
with the recommendations of the Gibb Report, and you point 
out at the bottom of page 18 that one of the recommenda- 
tions of Sir Alexander Gibb was not adopted, namely, the 

one relating to the appointment of local Harbour 
Councils? 
te LOS, | oOaG eo Prien, 

Q. Now, I understand that this matter has been 
urged by various ports for a good many years, including 
Halifax and St.John? 

igen fend 

Qs “You are aware of this? 

A. Yes; it has been a subject of discussion in the 
House of Commons for a great number of years, as any 
glance over the records of Hansard will show, and as a 
matter of fact the Hon. C. G. Power in his capacity as 
Member of Parliament for Quebec South placed a resolution 
on the order paper in December 1947 which reads as follows 
-- I believe it is December 19, 1947: 

"In the opinion of this House, the policy of 


centralization pursued by the National Harbours 
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Board has been highly detrimental to the progress 
of the ports within the jurisdiction of the 
Said Board; and that a greater degree of expansion 
of Canada's trade, both external and internal, can 
be achieved by the encouragement of local initiative 
and enterprise through a policy of wider autonomy 
conferred upon the management of the Ports, combined 
with consultation and co-operation with local 
commercial, industh*tana labour interests." 
THE CHAIRMAN: Q. What page is that? 

ReovpirgrL dovnot know what page it is on in Hansard, 
from this Tcopycwhich I) have, 

Que Youndo inet quoéteritaineyour brier? 

fe) NG, weit: 

MR DESMARAIS: Q. But nothing has--- 

A. Nothing has happemed of a practical nature, 

Q. Now, at the top of page 20 you state that the 
Port of Quebec has been particularly affected by the failure 
to implement the Gibb Report, and you go on to say in your 
Berehithatiias avresult Lounerethas been fatiure i fovattract 
trade to the Port of Quebec, declining grain shipments to 
the chord silackvrof tinterest ohsthencentralized <bedy in the 
development of the Port, and a dacrease in expenditures 
and ta; Hack of upkeep orpbhentaGeubisiestoflytheirerty I be- 
lieve these are the main things that you--- 

Nerelodotnot say anythingeanoutracdecneascs “in sexpend- 
Loures srisbpelicve: 

Q. I theught you had mentioned that, since the--- 

A. I say that the Port is stagnating and some of the 
facilities are in a state of decay, but I do not say any- 
thing about the expenditures which the National Harbours 


Board has made -- not that I remember. 
(Page 8255 follows) 
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Q. Well, I thought that on page 22 in the second 
full paragraph you said "The last few years of the 
administration by the Quebec Harbour Commissioners saw 
the expenditure of approximately $25,000,000 - " ? 

A. That is the Quebec Harbour Commissioners; that 
is not the National Harbour Board. 

Q@. But since the National Board there has not been 
expenditures? 

A. I don't know what their expenditures have been. 

THE CHAIRMAN: Tell me this - "The last few years". 
Whet years were they? 

A. The National Harbour Board Act was passed in 
1936 and since then I would say - 

6, JIt-wae pricr te 19367 

A. I would say ten years prior to 1936. 

Q. .You say that all these things would not have 
happened if it were not for the centralization to which 
you refer? Did you wish to expand on that? 

A. Our position is fairly simple. We feel that 
Quebec, being so close to Montreal, is naturally very 
over-shadowed by its economic weight, so much so that 
foreign shippers think of Canadian ports in terms of 
Montreal, and have not much knowledge of Quebec. The same 
thing applies to shippers in Canada; they think of 
shipping to Montreal and not to Quebec because they are 
not aware of the facilities that Quebec can offer and the 
advantages which Quebec can offer, and we say that 1s the 
reason that Quebec particularly needs promotion which a 
centralized body cannot give. 

MR. DESMARAIS: You contend if there was a local 
council there, that they would look after the interests 
of the port? 


A. : They would promote the port, yes. 
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Q. Any promotion work that is done for the port 
now is done by the Chamber of Commerce? 

A. That is right, yes. 

Q. Which is not an official body? 

A, Which is not an official body and cannot bind 
the authorities at the port, 

Q. Have you figures to show the possible tonnage 
passing through the Port of Quebec in all products since 
the Gibbs Report was implemented in 1936? 

Ay §iINO, LL inave not. 

-Q. I believe these figures appear in the National 
Harbour report? 

he 2 have not. sot 16) with me 

Q@. Have you looked at that? 

A. I have, yes. 

Q. What do they show? 

A. They show that the amount of tonnage going through 
Quebec-- for instance, last year I think it amounted to 
approximately 1,500,000 tons end it has not increased over 
the years at all and it was about the same as it was in 
1930,when the Harbour, as Sir Alexander Gibby said in his 
report, was in very bag shape. 

Q. There has been no increase and no decrease? 

A. Well, the idea of the National Harbour Board was 
to provide more efficient administration and we contend. 
that it has not done that, that it has not helped at all 
and we contend that the present set-up with the addition 
of local councils would be a very effective set-up. 

Q. Now in Part 3 of your brief, from pages 23 to 28 
(I am summarizing this because you have not read the brief) 
you deal with the building of the Transcontinental, with 
Sections 42 to 45 of the Transcontinental Act, and the 


hopes of the City of Quebec to obtain the grain trade and the 
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failure to do so and the establishment of the 

18.34¢ rate per hundred pounds on grain from Fort William. 
Then following, on page 28, you say "That this rate is 

not low enough to encourage the use of the Transcontinental 
or Aiee that the Canadian Nationel Railways is not 
encouraging the use of this route", and you add that "The 
city of Quebec has..viewed with consternation the recent 
percentage increases". Now, in view of the decision and 
judgment of the Board which you quote at pages 26 and 27, 
does it not appear to you that you would have a very good 
case to go before the Board of Transport Commissioners with 
this, and thet is probably the proper body to whom this 
case should be brought? 

A. wi.think,thav is true.in.substance, but.I. think 
from a practical point of view it would help tremendously 
if this Commission would recommend that an investigation 
into these things were conducted. 

THE CHAIRMAN: Into what? 

A. An investigation into the particular circumstances 
of the export of grain on the Transcontinental were gone 
into. You see, it is very hard to find out exactly how 
much grain is carried on that National Transcontinental 
for export, and we have not been able to do it. 

Q. Do you think you are not getting your proper 
share of it? 

A. Well, in 1927 they established a preferential 
rate. The result was that for a while we did get an increase 
in grain but for the past ten years or so, very little 
grain has been going over the National Transcontinental to 
Quebec, and we say from the result that there is something 
wrong somewhere; that the rate is not low enough or the 
Canadian Nstional Railway is not encouraging the flow 


through there or else the shippers refuse to send it through 
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there but it is only natural that they would send it through 
the cheapest route unless the facilities provided were not 
good. 

MR. DESMARAIS: You are not aware of the 
shippers refusing to route it through Quebec? 

THE CHAIRMAN: Whom do you mean by "shippers"? 

A. Shippers of grain overseas for export, sir, those 
responsible for sending the grain overseas - maybe. 

COMMISSIONER INNIS: Do these recent rate increases 
refer to the 18.34¢ or are those statutory? 

A. That rate of 18.34¢ has been raised; I believe 
it is now 24¢, 

Q@. Raised by this percentage increase? 

A. Yes, by this percentage increase. 

Q. Although it is a statutory rate? 

A. We contend it is a statutory rate, yes, 

MR. DESMARAIS: Now you suggested in your memorandum 
that a "thorough investigation be undertaken". Were 
you suggesting that the investigation be undertaken by this 
Commission or that this Commission should recommend to the 
Board of Transport Commissioners to undertake this 
investigation? 

A. That is more or less up to the discretion of this 
Commission; I cannot tell them what to do. 

THE CHAIRMAN: Now you say that the particulsr rate 
that you refer to as being a statutory rate ought not to 
have been affected by the recent incresse in rates? 

As tet 28 right sir, 

Q. Have you taken any other steps to have the remedy 
you think you are entitled to given to you besides coming 
here? | 

A, No sir, 


Q@. You have not gone to the Board of Transport 
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Commissioners? 

A. No sir. You see sir, one explanation for that 
would be the fact that the Port of Quebec is the one 
which first feels the effect of a large flow of trade 
through it, and in the old days under the Harbour 
Commissioners they were the ones that agitated to get 
these privileges and in 1926 it was the Quebec Harbour 
Commissioners end the lawyers whom they had retained who 


finally had the rate granted, 


MR. DESMARALS: I presume that now there is no 
interest in the National Harbour Board to have this rate 
prevail? 

A. That is right, we do not blame them es such 
but naturally, being national body, they cannot favour one 
port over another. That is why there should be an amendment 
to permit some kind of competitive operation. 

THE CHAIRMAN: You are not then complaining of any 
unfair discrimination being exercised against you by the 
present Harbour control system? If you hed your own 
Board in the city they would be able to carry on propaganda 
that nobody is carrying on today? 


A. We feel that the National Harbour Board set-up 


today results in discrimination against Quebec, 
Q. Why? 
A. Because there is lack of interest in promoting - 
@. But does not that apply to other ports? 


A, But sir, we are not concerned with other ports, 
only Quebec. 

Q. But if this discrimination was advancing the 
interests of other ports, then you could use the word 
"discrimination". Why do you au the word "discrimination" 


here? 
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A. It would be propably better to relate the 
discrimination ape and not to the operations of the 
Board. 

Q. You mean the Act does not give each harbour 
and port the right to make its own advantages known? 

Aye 1 feo (at. 

Q. Then, of course, that is the contrary to 
discrimination? 

A. Well, it is a discrimination as compared to 
other ports. 

Q. Well, discrimination against one port implies 
favours shown to another port? Is that what you mean? 

A. It is not a question of favour. Probably 
"disadvantage" would be a better word. 

Q. You mean to say that you think that the proper 
system would be what I imagine was the old system, each 
port having its own Harbour Board? 

A. No, I would not recommend that. 

Q. What do you recommend? 

A. I recommend the implementation of the Gibb Report. 
I suggest the implementation of the Gibb Report. 

MR. DESMARAIS: The Gibb Report recommended e local 
Harbour Board and an advisory Council for it? 

THE CHAIRMAN: A local board which is the same as 
having a local council? 

A. Xes. 

Q. Then put it this way, that competition be encouraged 
among all these local councils each one incréeasingthe 
advantages of its own port? 

A. Yes, but a competition regulated so that it would 
not become cut-throat. 

MR. DESMARAIS: This local council would endeavour 


to promote the interest of its local port? 
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THE CHAIRMAN: Now then, not only Quebec but now 
port in Canada has alocal council? 

A. Sir, the Port of Sorel has not a National Harbour 
Boserd. 

Q. But it is not only Quebec that has no local 
council but no other port? 

A. No National Harbour Board, 

Q. That is whet I mean. 

MR. DESMARAIS: If they have not 3 N&tional Harbour 
Board, then they have their advisory council? 

A. They have whoever is in charge of that and 
they have every right - 

THE CHAIRMAN: Would you name some of those 
to me? 

A, I understand that Sorel is a very prosperous 
harbour though I have not gone into it; 

Q. But Montreal is not? | 

A. I would not be prepared to say one way or the 
other. Montreal suffers, I presume the same way that - 

Q. It is in the same position as Quebec? 

A. It is in the same as position as Quebec in so 
far as no promotion is made but it is not in the 
Same position insofar as promotion is not necessary for 
Moantreal whereas we contend it is necessary for Quebec. 

COMMISSIONER INNIS: Isn't the crucial question, 
however, the loss of control over funds that took place 
on the establishment of the centralized board because 
prior to the establishment of the centralized board each 
harbour had access to funds? 

A. They were rather irresponsible, I understand, It 
resulted in a rather tighter control on the part of the 
Federal Government, 


Q. And you think it has now become too tight? 
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A. I think in the process of exercising that tight 
financial control they have gone to the other extreme, 

Q. Coming back to the 18.34 is that mentioned in 
the Act? 

A. No sir, that is a judgment, that is an Order of 
the Board, Order 448, 

Q. Which paragraph of the Act does it refer to? 

A. Sections 42 to 45, sir. 

Q. Will they be read into the record? 

AM iis ine they brief weir. 

Q What page? 

A. I have not got Section 44; apparently it has 
no particular bearing. 

Q. What page are the others? 

A. Those are on page 25, sir, 

MR. DESMARAIS: Would you want 44 to be read into 
thei record? 

COMMISSIONER INNIS: No, 

THE CHAIRMAN: Then these sections 42, 43, and 45, 
ere these sections which give you the statutory right to 
certain rates? Is that it? 

A, Yes sir, as I understand. If you will look at 
pege *2/-, ‘No.3, ‘the ‘quotation fromethe Deputy Chief 
Commissioner, he says: 

"In the present instance, it would moreover be 

abundantly clear to all concerned that these rates are 

ordered in compliance with the provisions of the 

Statute of Parliament 3 Ed, V1ll, Chapter figiand. of 

the agreement entered into pursuant thereto, particular- 

ly Sections 42 to 45 thereof; and also in complisnce 
with the directions of Orders-in-Council P.C.886, of 

the 5th of June, 1925, and P.C.24 of the 7th January, 

1926; that the purport of this rate adjustment is to 
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provide, as far as possible the routing of grain and 

other products through Canadian ports; that if this 

rate were ineffective, or if other competitive rates 
were reduced, this Board would have, to consider the 

advisibility of ordering further reductions with a 

view of obtaining the desired results," 

Q. Now was this judgment the one that prevailed or 
was this a majority judgment? 

A» » Yessir ,.that..is..a majority judgment. 

Q.- Now what have you to say about that judgment? 

A. Well sir, I say that from the view that they take 
of that statute and those Orders~-in-Council, they feel 
that they have no choice in the matter but to establish 
8 rate, the principle of which is set by statute. It must 
be lower than oeny rate to United States ports. 

Q.- Well, you agree with that? 

Pie Lea Se 

Q. What is the date of that - 1927? 

A. 33 Canadian R8ilway Cases and St 18 iin 19287 341 
believe. 

Q@. You say they "partially scquieseda''? 

A. Well, there was another demand made regarding the 
rates from Bay Ports to Quebec, There was a demand made 
relating to that. . 

Q. Now then, you say that any subsequent action taken 
has departed from the decision given dankl9e7? 

be ml Coin Sik: 

Q Action taken by the Board of Transport Commissioners? 

A. Yes sir, we will contend that if we go before them, 

Q. When did they depart from it? 

A, Well, in granting the recent increase, 

MR. DESMARAIS: Now, will you turn to page 31, the 
last part of your brief, and on page 31 you state thst the 
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Canadian National Railways and the Canadian Pacific Railway 
have pursued and are pursuing a policy inimical to the 
interests of the City of Quebec and you give two examples, 
The first one is the concentration of maintenance facilit- 
tes at Montreal. You intimate that the City of Quebec does 
not get its fair share in railway employment .Would you 
elaborate on that? 

A. That is the feeling of the City of Quebec. 

Q. Well are you suggesting that the railways should 
locate maintenance and operational facilities in Quebec 
for the simple purpose of giving employment to the 
people of the city? 

A. We are citing these things not in order to get any 
action from this Commission; we are merely citing them in 
order to point out to this Commission the fact that we 
have certain disadvantages and the three which we concentrat- 
ed on are not the only ones. We referred to these, as it 
were, in order to gain some kind of sympathetic Attitude 
on the pert of the Commission, 

Q. Then the second example you give is that you 
State that the railways have encouraged a flow of trade 
towards Montreal instead of Quebec where it rightly belongs, 
end you suggest through the region of Lake St.John? 

As ,.That is right. We state that as a fact; we do 
not intend to get involved in questions of National R@ilway 
policy. We just say: "Quebec is not getting the employment 
and we think it is unfair" and that is all there is to it. 

Q. Now we turn to page 34. In the third paragraph 
you say that the railway freight service from and to the 
City of Quebec is characterized by unnecessary loss of 
time. Have you any facts that you want to bring before 
this Commission in regard to that? 


A. Well, in my rather hurried investigation into these 
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matters, the wholesale merchants and people who have occasion 
to use the railways, almost unanthously stated that they 

were dissatisfied with the service given by the railways 

as far as the time element was concerned, and that is why 
where it is at all feasible they do use trucking services. 

Q@. And in the same paragraph you state that over 
Seventy-five per cent of the wholesale merchants utilize the 
more expensive motor transportation facilities in preference 
to the railways. Are these the reasons why they do that? 

A. I should actually say "The sometimes more expensive" 
because it is not always so that it is more expensive, That 
again is the result of inquiries which I made; I was told 
that. 

Q@. Amything else you wish to add? 

He “NO. 

CROSS EXAMINED BY MR. F. D. SMITH 

Q. Mr. Power, you are familiar with, as your brief 
Says, the recommendations and the provisions in the Duncan 
Report? 

ea WPmenr oe OR Ue ov bee Ar jr la es ha with the transportation 
side of ae only? 

Q. Insofar as the transportation problem is concerned?. 

A. Insofar as it is contained in that Peport;, “yes: 

Q. Now you quote from paragraph 11 page 22 of the 
Report and I judge that you have read the recommendations on 
freight rates contained in paragraph 11? 

As AYGST Sir, 

THE CHAIRMAN: Where is it in the brief? You say he 
quotes, 

A, I did not quote that part in the brief, I 
don't think. 

Q. There are extracts from the Gibb Report on page 19? 
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matters, the wholesale merchants and people who have occasion 
to use the railways, almost unanimously stated that they 

were dissatisfied with the service given by the railways 

as far as the time element was concerned, and that is why 
where it is at ell feasible they do use trucking services. 

@. And in the same paragraph you state that over 
Seventy-five per cent of the wholesale merchants utilize the 
more expensive motor transportation facilities in preference 
to the railways. Are these the reasons why they do that? 

A. I should actually say "The sometimes more expensive" 
because it is not always so that it is more expensive, That 
again is the result of inquiries which I made; I was told 
that. 

Q. Amything else you wish to add? 

A. “NO, 

CROSS EXAMINED BY MR. F. D. SMITH 

Q. Mr. Power, you are familiar with, as your brief 
Says, the recommendations and the provisions in the Duncan 
Reperc? 

Bis ol. ami tami Liar with the transportation 
side of 23 only. 

Q. Insofar as the transportation problem is concerned?. 

A. Insofar as it is contained in that report, yes. 

Q. Now you quote from paragraph 11 page 22 of the 
Report and I judge that you have read the recommendations on 
freight rates contained in paragraph 11? 

he mlesrere, 

THE CHAIRMAN: Where is it in the brief? You say he 
quotes, 

A, I did not quote that part in the brief, I 
don't think. 

Q. There are extracts from the Gibb Report on page 19? 
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A. There are extracts from the Duncan Report too, 
Sir, at the bottom of page 6 and on page 7. 

MR. F.D.SMITH: Yes, that is the reference I had 
in mind. 

THE CHAIRMAN: All right, Mr. Smith, you may 
Zo on, 

THE WITNESS: The quotation though - you will notice 
at the bottom of page 5 the quotation is taken from 
paragraph 8 of page 20. I read it but I won't claim any 
expert knowledge. 

MR. f.D, SMITH: Well, I will refer to that later, 
Mr. Power, Now I think that it is stated in your brief 
that the City of Quebee did not make any representations 
to the Duncan Commission? 

Ae ab LS Plent, 

Q. Nor did they oppose the passage of the Maritime 
Freight Rates Act in 1927? 

De foe ks (iene. 

Q@. And it was not until some time afterwards that 
application was made to the Government in respect of the 
matter? 

A. I understand - I have no personal knowledge, but 
t understand there was quite an agitation about it. 

Q@. In any event that culminated in an Order-in-Council? 

be Thats vient. 

@. And you have, I understand, read the proceedings 
before the Board of Railway Commissioners as it then was? 

A. Yes, I.have read that over once, yes. 

Q. Hearings were held in Quebec? 

A. The first one was in Ottawa, I believe, 

Q. Ottawa, Quebec, Halifax and St. John? 

Be iat ae right , 

Q. And that objection to which you refer made by 


<> | 


4 UJ 
7 > ‘e 


(3h 25. Loe ait 


¥ 


~ ; ; 


yned Migdeh mcnnt wis mox> etostdne, 0 a ; : 
r if 
.¥ ogey no bos 2 oeg 20 moatod asl te ates, 
1 , A 
sen D2 aoneteier af? ef tats ,2s¥ HET He ot ay Ms 


a 
* 


i / dase an, 7 


ee or ehh 


- Bes yp oo as 
a ph Br 2 ee, ay ni = ee oe Pe) rent « ie yW ~ $e oT 
‘ F = an ‘ m7 é ¢ fe = 2 
74) bai E i, £ Wy eae “a - ‘ Jt aig ri As 2 nf 2 hes Car ta Ot hy ¥ a ~ 
: * ; ; ' ae uk pl & 
si ° se Fen ok os @ ral = oe r ve Op + ~ ‘ae | 
Hoes HOWARD BY Pope aeCey Buy + : ig gue O80 
‘ 3 = 
, x 
a F ri “ ce. 
ae peg ee a Fe: ! ies || 2 She pt a fix 45 ‘ : / 7 i oe eicy ) ts. 
ter tte * 2) | ¥ ‘ MP te i : a 5 i P 4 AMS as a2 
= te 
. ~ . 
i z ~~ re OP te 
aD SDIAOM TS 
Pee Fs o «ck % ale a = r ey + 1 he + ' a cre 
2 he oh } ae ee) aha ee Che d ek é ka 2 3 Pal 
* a 2 
# 
248 ¢ =n ws & oh . » pl oe b4 - 4 a 
re tid swoey. mi Baseye ef) 3 Pen? Nishs L WOH » {SNO% 
- ice | ; 
1 
Bal HB g : = a a on < 
su Be ad z a uo res i ot 8 t as fonee & ss ' ‘ 
RitsoS ss teis aus i 1 2 £8 ; ot t : { : Biss xe Vid duke Jiis wt 
D A * mF a ow phy OSE “7 
‘as RE Ll aes chy iw 
. ‘ ite x 
% ote Sgn atte 
° 2 fist “= as 7 ou Cm s 4 
s 
h , 
i ‘ be r a 2 ¢ i) 
& Sh S ghs <i ro "e 2 * s Fae i a a. oe f 7 
4 e UN, yPV es { mw : > 2 a Q Brae om re ' Oe: 4 ai s 
s 


" ‘ . * . Pee ae a iy r Po 
“ on Pam set oa he Pi ot ' i) hye ya en te ~m™ 
be oe ee AD a tig me: eae : Eis eee i> * oy jo Oye est os 
' 
y i - 4 - ak S340 aa oe : * «b at) f ro 40 > 5 | ee 
3G Soe et (tl * Sos Vor a O14 eit B6w ACLVvBO LA 
ty y om f 
a s * 4 " ” : * * a Pd P 7 
ay % + SA £4 5 Late ae a zt ‘ : 4 me (t3 r | 
i 
‘ . * ks . 4 . } 9 a serc,t 
‘ oie aati. a tiim een oTor wwtesxoebay 7 
ae Gn + ee y a ao 2 : see f ove th as “i 4 rent om mis gt % 
Besrits ' = a ax EGS) Ee BSR 3 Le what “4am & «> 
ah ind vee, 3 ri ei P 
4 ' 4 P 
gai » Pty 23 a tea ~ 
: . te a 
2 4 bey tai we reas on 
2 } 3 ‘ i 2 y x ah “s : 4 a4 wy "i eA > 
Pa . ae we ms . 
she : a os we a th toe r * } te curnia we Gna ~ “ Re ral 
(oe oe 3 ok "5 cre “et i «a SEWd J 24 to Ae AAS J tax Sto i 
; 
’ = 5 x 
: “2 reyes 4 oh Fay won an § 
. . . Tau 4 Lv fla 4 he OVE. 2 & es a 
F ; 
4 : ar% a } e ft { an) ee oe @ - 7 
; XN sau age tins tS TOMA yr IH bien ES ie ee 
] j ' 
: 2 > » or a2 a > i rey) a 
age oan ice! Se Al 5 % 
: e2V9149 4 «@ waggO ai £0% ano! S tet a, Py 
f 


as ‘ptiot® ~ 8G Dts Rebelek 2% swe « OWS 370 


a aban sae ae a sox aosaM 2 


~wSeOT = Mr.Power Cnr.Ex, 


Mr. J. A. Walker, K.C. was overrruled by the Board, was it 


not? 

A. I understand it was at the time. 

Q@. You have read the record? 

A. Yes, but it kept cropping up throughout the 
hearings. 


Q. Isn't it fair to say that Mr. Walker, efter being 
over-ruled - 
A. He continued under protest. 
Q. But do you remember the proceedings in Halifax 
where he said that was not a legal protest or something 
to that effect? 
A, iI think he said something about not wanting to 
get legalistic. 
Q. Im any event, the objection was over-ruled by the 
presiding commissioner in the Board of Reilway Commissioners? 
A. Yes, but there were a lot of circumstances apart 
from that. 
Q. Then do you recall that the Order-in-Council was 
said by the Assistant Chief Commissioner to have been 
made under the provisions of Section 38 of the Railway Act? 
A, It is marked on the Order itself, I believe. 
Q. Well Section 38 of the Railway Act provides: 
"That the Governor-in-Council may at any time refer 
to the Board for a report, or other action, any question, 
matter or thing arising, or required to be done, under 
this Act, or the Special Act, or any other Act of the 
Parliament of Canada, and the Board shall without 
delay comply with the requirements of such reference". 
It was pursuant to Section 38 that the Board was 
asked to inquire into this matter? 
Ay sohau ds piehs. I do not wish to say or hang 


myself on saying that the hearing in this matter was dis- 
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continued in 1931 perhaps on purely jurisdictional 
reasons, I did not say that. That may have been one of 
the reasons and it was but there were other considerations 
which I am not femiliar with at first hand. 

Q. In any event since 1931 up to the present time 
nothing has been done? 

A, It might be interesting ‘to point out also that 
this application was made on behalf of the Chamber of 
Commerce of Quebec and I understand that after about 1931 
when the depression really began to hit Quebec that the 
Chamber of Commerce for all intents and purposes ceased 
C6 exist, 

Q. Quebec was not alone hit by the depression? 

feo but = 

THE CHAIRMAN: I do not think it shortens things 
when you both speak at once, 

JOE WITNBOo?t) \olr, Lo owish to say that they Chamber 
of Commerce as a functioning body lost a great deal of 
its powers because it did not have any money. They could 
not support any application or continuance. That is another 


factor, and a change of Government was another factor. 


(Page 8275 follows) 
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NEY eee STH Ot i reters you, Mim Power; to 
paragraph 11 of the Duncan Report--- 

The CHAIRMAN T=-Is that Zn tne prier or’ not? 

MRP SSP DL SMATH7e ToS not 2h the briers- perhaps 

I should read it» into the record.  It’1ls the second para- 
graph on page 22 of the Duncan Report: 

"We recommend, therefore, that an immediate 
reduction of 20 per cent (so that 192 will become 
approximately 155) be made on all rates charged on 
traffic which both originates and terminates at 
stations in the Atlantic Division of the Canadian 
National Railways (including export and import 
traffic, by sea, from and to that division), and that 
the same reduction be also applied to the Atlantic 
Division proportionvor the through rates on all 
traffic which originates at stations in the Atlantic 
Division (excluding import traffic by sea), and is 
destined to points outside the Atlantic Division.:" 

THE WITNESS : 4) LGAs: "in? the brier,. 

MR. F. D. SMITH: Then the next paragraph reads: 

"For this purpose, we cannot regard the Atlantic 
Division as ending at Riviere du Loup and Monk, which 
are its present western limits. The divisional points 
should, in“our view, be Diamond Junction and Levis, 
Diamond Junction being the point at which the Trans- 
continental Railway meets the old Intercolonial Rail- 
way, and Levis the point to which, in 1879, the Inter- 
colonial Railway was 4extended.:" 

IT also want to refer you to the last paragraph of 
Paragraph 11 on page 23 of the Report, which reads as 
“follows: 
We think that this broad measuring, once and for 


all, of these considerations has such decided advantages 
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that’ it should not be qualified or delayed by minor 


criticisms. It separates completely considerations of 


national public policy from considerations of railway 


policy proper. It restores the original purposes of the 


Intercolonial Railway as interpreted by the freight 


structure prior to 1912, without withdrawing it from 


the 


consolidated system of National railways, a step 


which we think would be retrograde, and, in the end, 


very unsatisfactory." 


Q. 


Now, the original Intercolonial Railway, as you 


may recall, Mr. Power, was constructed from Truro to 


Riviere du Loup in 1876? 


A. 
Q. 
A. 
ay, 
ceoronial 
A. 
Q. 
A. 


Q. 


ever on 


KR. 


I am not familiar with its history. 

That was before your time? 

Much before my time. 

In any event, the western terminus of the Inter- 
Railway was extended in 1879 to Levis? 

Yes 

As mentioned in the Duncan Report? 

Yes, 

You have read that? 

Ves. 

Now, in no sense could it be said that Quebec was 
the line of the Intercolonial Railway? 


In the Duncan Report it says it went to Levis in 


1879. We contend it came to Quebec in 1879, that is all. 


It came 


to the Port. of Québec.-) .1t Is “constructed to ‘the 


ports on the St.Lawrence; that is what the statute says. 


Q. 
A. 


Q. 


Lt ‘did’ not come ‘to’ the Clty iof Quebec? 
It. came to the Port of Quebec. 


Levis 2s the station; as you will note, it refers 


to stations in the Report -- "stations in the Atlantic 


Division." Now, surely you would not contend for a moment, 
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- (ooT7 — Mr. Power, cr-ex. 


Mr. Power, that Quebec was a station on the Intercolonial, 
would you? 

A. Mbuwoudd seay that athe Port cof vquebec.is: astation 
on the Intercolonial Railway. 

Q@. Well, I don't want to fence with you, Mr, Power. 

A. No. That is why the great objection is taken, 
the fact that here is a harbour split in two. 

Q. We are not talking about harbours. 

AS Cho. 

@. The St.Lawrence River runs between Levis and 
Quebec, does it not? 

As AaGere: SO yiyes. 

Q. The City of Quebec had no direct railway commun- 
ication with the Maritime Provinces at all, had it, by 
the Intercolonial Railway? 

A. Except through Levis, which was on the other side 
ofyihe. harbour. 

Q. It had its own railway connections on the north 
side of the St.Lawrence River? 

Awe UThat iss right. 

Q@. It was connected with Montreal and points west 
by (the “Csi Rs? 

A. Lifnets eus0 iver. 

Q@. And it had also its own railway connections to 
the north country? 

A. That is right, yes; but we say that the ensemble, 
the whole thing, is one entity, centred around the harbour, 

Levis being our outlet for the south shore and Quebec 
City proper the outlet the other way. 

Q@. But can it be said that it was part of the pur- 
poses, the original purposes, of the Intercolonial Railway, 
that the City of Quebec should be considered as its 
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=~ §276 = Mr. Power, cr-ex. 


A. No} certainly not, but it is constructed to a 
port of the St.Lawrence. 

Q. Now, do you know anything about present railway 
freight rates, Mr. Power? 

AsveNOy eR am norexpert on that at all. 

@. You d4reenot dealing with. that? 

ey Nay 

Q. Do you know that there have been commodity rates 
effected covering the shipment of goods from  3uebec to 
the southern shore of the St.Lawrence? 

fetork have ino yknowledece of) atyat yall. 

Q@. You have no knowledge. Now, when you speak of 
this extra 9 cents that the City of Quebec has to pay--- 

Mw Yes, whe merchants. 

Q. That the merchants have to pay; have you any 
figures as to the amount of goods that are involved in 
that? 

A. JI understand that it is not very considerable now, 
note asait was in 1930. I have not many figures. 

Ocalan youwsivecaenyrileurésr atrial? 

AA. Noy dehavesnotrany: figures. 

Q. Well, would it be a substantial matter? 

A. If you want or if this Commission desires, I could 
get the figures, but unfortunately I have not had the time. 

Q. Have you made any study of the amount of traffic 
that is taken across and shipped from Levis? 

A. No, I have not. My colleague might know more 
about that than Erdo; I -don'tsknow. 

. Q. Have you made yourself a study or made a comparison 
of the rates, commodity and class rates, as between Quebec 
and the southern shore? 

Re pheviss 


Q. Levis and the southern shore? 
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~; GOPO, = Mr. Power, cr-ex. 


A. I believe you have--- 
Qe. imean, have you any personal knowledge? 
Al. NOy 

Q. And you do not know of the low commodity rates 
that have been put into effect? 

eens MG peveo: not 57104 

Qs. When you,refer on page.2vto the preservation and 
implementation of statutory and contractual rights which 
the City of Quebec has sacquired»in: the-past, I understood 
from your previous answers that you were referring to the 
provisions of the National Transcontinental Railway Act? 

Poteathat 18) rignt. 

Q. And not to the Maritime Freight Rates act? 

Agomlloe inoyrthat isanotwacprivilege.that..Quebec.had. 

@.caNow, syounspeakiofethe restoration of certain 
priorities tin, trade. and, commerce on-pages 1 and»2.of your 
brief, in respect of "territories adjacent to and normally 
tributary, to4the CitynofpQuebec,,.0f which priorities. the 
citizens ofsthis section believe themselves to. have been 
deprived." To what are you referring there, Mr. Power? 

as. Favlorities perhaps 1s not. the correct word, if 
it hassa special,railroad meaning. 

Q.oa Noy, Inamnot. referring toaits, rallroad meaning; 
I don't know much about railroads myself, Mr. Power -- that 
Ten WieGhout prejudice, 

THE CHAIRMAN: Q. Does priorities mean advantages? 

A. Advantages because of their natural location close 
to these areas of the south shore and the north shore. 

MR ob aheD .n SMIGH: On. Well, you have certain ad- 
vantages, have you not, Mr. Power, with respect to water 
rates along the St.Lawrence, which other less fortunate 
people have not? 


A. That is something I know nothing: about. 
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@. You don't know anything about water rates? 

Ae Noy 

Q@. And you have low railway rates which are com- 
pelled by water competition, have you not? 

A. To what do you refer there in particular? The 
general picture? 

Q@. Yes, Trom and. vo: Quebec? 

ASP Uniena , 

Q. From and to the City of Quebec? 

A. We are, I understand, on a parity with Montreal, 
for instance, as regards the all-water rate on grain from 
cae lakes’. 

Q. No, but your class rates, your rates are lower, 
your commodity rates and competitive rates are lower than 
other parts of the Dominion? 

A.” I am not prepared to either admit or deny. 

Q. You have not yourself, Mr. Power, compared these 
commodity rates to which I refer? 

A. No, 

@. With the relative rates in the select area? 

A. No, 

Q. Now, Mr. Power, with respect to the question of 
grain rates, to which you referred, do you know what the 
present rates darevon erain and flour“tocstigonn and 
Hatirax? 

A. No, I don't. I understand they made application 
under this Order 448, didn't they? 

THE CHAIRMAN: Q. Who made application? 

APPIN Ges on and una lirax: 

MR. VR) (DY SMITHS “The -Givy ef Halifax made an 
application, my lord, to the Board. 
THE CHAIRMAN: For what? 


MRS FEUD. SMITHS Sehorre rate -6f “i cent over’ the 
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18.34 rate which was given in the judgment of the Board. 

THE CHAIRMAN: Made an application for an 
increase? 

Mie FrDaSMLTHyhehlo jones (for fayrate %ef.429 
eents.,ja"differential of 1. cent over -that. 

THE CHAIRMAN: What became of that application? 

MR. F. D. SMITH: That application was dismissed. 
It is reported, my lord, in--- | 

THE CHAIRMAN: They then were really applying 
for a reduction, were they ‘not? 

MASCE wep. SSMITHs *Thenpoint fis sthatthe applica- 
ion OfntherCity yor (Quebec the torliginalseanplication).of 
the City cofmQuebec, (injthe general freight. investigation 
was supported ey ate Cities of Halifax and St.John. The 
matter 1s referrecytotin therSiroisskeport, my lord, at 
pages--- 

THE CHAIRMAN: Was that application of Quebec, 
Supporcved iby .st.John and Halifax, granted by the Board? 

Miata, SDUVetLTH: bel obes tyour ypardon? 

THE CHAIRMAN: Was that application granted? 

MR ORSYD. tSMETHsy Yes, itherapplication of Quebec 
was granted. 

THE CHAIRMAN: Supported by Halifax and St.John. 

MR Erebe SMITHS nertrwasusupponteduby ‘Halifax, 
yes. 

THE CHAIRMAN: Later on do I understand you to 
say. thatrchaltifaxvappided for some change? 

MRECRIID. @Sitens NOmereneer es immediately applied 
for aveimilar rave with the 1 cent cifferential, 

THE CHAIRMAN: Which would have been a reduction 
of the rate that was then prevalent. 

MERU, Die SMITHS ates. 


THE CHAIRMAN: And that application was dismissed. 
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MR. F. D. SMITH: That application was dismissed. 
Poewaueeri ke eterren UC ai HOOK. OL tile tilrors Neport, 
pages 257 and 258. 

THE CHAIRMAN: What does the Sirois Report say 
about it? 

Mite is De Ole iiye bu teas 

"When the railway was opened for traffic in 

1916, "= 

referring to the National Transcontinental Railway -- 
"a special rate of 6 cents a bushel from Armstrong 
to Quebec was set. But, in the following year, the 
management which was directly responsible to the 
Government, raised the rate to 34.5 cents per hundred 
pounds (35.5 cents to Maritime ports)." 

THE CHAIRMAN: From :6 cents to 34? 

MR. F, D, SMITH: That is right. That was the 
differential between Quebec and the Maritimes, 1 cent 
Sitferecnvial. 

"This rate proved to be prohibitive. In 1925-26 
when the Government ordered the Board of Railway 
Commissioners’ to carry out a general inquiry Into 
freight rates, emphasizing the importance of 
rencouraging to the fullest extent the movement of 
Canadian grain and other products through Canadian 
ports' the Quebec Harbour Board, supported by the 
Governments of the Maritime and Western Provinces, 
asked that the rate from Armstrong to Quebec be ad- 
justed to the statutory Crowsnest Pass rates for the 
West. 

"The application of the Quebec Harbour Board 
succeeded, and the grain rate was cut from 34.5 cents 
per hundred pounds to 18.34 cents -- the Crowsnest 


Pass rate. There was at that time, as there still is, 
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a rate of 1 cent per hundred pounds from Montreal or 
quebec to Saint John or Halifax on grain coming by 
rail from Georgian Bay ports, and the application of 
the Quebec Harbour Board had been made on the | 
assumption (shared by the Governments of the Maritime 
Provinces) that this 1 cent rate would also apply to 
grain coming all-rail‘from) Armstrong ior,Port Arthur. 
But, after an unsuccessful appeal to the Supreme 
Court against the ruling of the Board of Railway -Com- 
missioners which had applie:d the Crowsnest Pass 
rates to Armstrong-Quebec grain traffic, the 
Canadian National refused to extend to this traffic 
the 1 cent rate from Quebec to the Maritime ports, 
Instead, by adding to the rate from Quebec to Saint 
John and Halifax the reduction it had been ordered to 
make between Armstrong and Quebec, it left the 
through-rate from the West to the Maritime ports the 
Same as it had been before the ruling of the Board. 
"In an effort to .retrieve this defeat, the 
Halifax Harbour Board, supported by the Maritime 
Board of Trade, appealed to the Board of Railway 
Commissioners, asking that the 1 cent rate between 
Quebec and the Maritime ports be applied to shipments 
from the West. The real point at issue was whether 
onenot the jagreenent of mh903 \enteredrinto by the 
Government and the Grand Trunk Pacific called for an 
all-rail rate to the Maritimes which would not merely 
meet the all-rail rate to competing American ports, 
but would also meet the lake-and-rail rate to these 
porvs Lf this twerenlower mal thesboard o divided tonwthe 
application, and the appeal failed." 
so at the present time--- 


THE CHAIRMAN: That is all right historically, 
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but what does the Sirois Commission say about all that? 


MA. &. D. SMITH: The Sirois Commission goes on: 
"The rate from Armstrong to the Maritime ports has 
fluctuated to meet competitive conditions, but has 
remained well above the figure which the Quebec 
Harbour Board sought to obtain in 1926. As at 


December 9, 1938, the rate was 264 cents.” 


I can give the Commission the present rate. 


"An appeal was taken from the decision of the 
Board to the Governor in Council and heard January 15, 
1932. Supporting it were the Halifax Harbour Commis- 
sion and the Maritime Board of Trade Transportation 
Commission; and opposed to it were the Canadian 
National Railways, the Canadian Pacific Railway and 
the National Millers Association. Subsequently a 


petition signed by a number of Members of Parliament"-- 


Perhaps lL need not go into this. 


what 


THE CHAIRMAN: No, but perhaps you can tell us 


conclusion the Sirois Commission arrived at about the 


whole thing. 


that: 


MR. F. D. SMITH: The next paragraph would answer 


"It is apparent from what has been said here that 
transportation facilities have been supplied in ample 
measure.to look after a much larger traffic. It is 
also established that the engagement as to parity of 
grain rates to American and Maritime ports has been 
respected if tne engagement is held to apply only to 
rates of the same type. All-rail rates from Arm- 
strong to Saint John and Halifax are on a parity with 
similar rates from Duluth to New York and other 
American ports. Efforts to have the all-rail route 


to the Canadian ports lowered to the level of lake- 
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and-rail rates to the Atlantic ports have failed to 

secure authorization from either the Board of %- 

Railway Commissioners or the Governor in Council; 

and it appears from the record that the reason for 

this refusal was an acceptance of the argument ad- 

vanced by the railways that this rate would be met by 

the competing American railways, thus leaving 

matters unchanged so far as the movement of grain 

would be concerned." 

That was the reason, as I understand it. Now, at 
the present time the grain rates from the Head of the 
Lakes on the National Transcontinental Railway are, with 
the increases, 21% and 6%, 23.96 cents to Quebec, and 
43+ cents to Maritime ports, Saint John and Halitaxy and 
the grain rates by lines other than the National Trans- 
continental Railway are 40 cents to Quebec and 43% cents 
to Saint John and Halifax. So at the present came Quebec 
is enjoying an advantage of nearly 20 cents in so far as 
grain that comes by National Drareeont ental. Railway is 
eoncerned, over Saint John and Halifax. 

Q. You are not familiar with those rates, are you? 

A. No; I am just familiar with the general principle 
OT the; ching. 

THE CHAIRMAN: Anybody else? 

CROSS -EXAMINED BY MR HUME: 

Q. Mr. Power, on page 34 of your brief , there are 
Just one or two questions I want to ask. In paragraph 3 
on that page you state that railway freight service to and 
from the City of Quebec is characterized by unnecessary 
loss of time, and you go on to say that . over 75 per 
cent of the wholesale merchants utilize the more expensive 


motor transportation facilities in preference to the rail- 
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Ways; then, asl recall ity Mr. Power, you qualified that 
to Mr. Desmarais, saying that it was not necessarily al- 
Ways more expensive? 

A. No. 

Qi. DL wonder, could yousred)/us whether ‘that use: by 
the merchants is on both inbound and outbound freight? 

LUVLS, On ibOTh Unbound) and, outbound, I understand, 

Q. And also, do your investigations indicate the dis- 
tance that your merchants are bringing the inbound freight? 

A. Certainly from Montreal, very much. 

QGP Ves? 

Awuorrom Torontoloecasionally,” lL understand. 

Q. From Toronto? 

A. They speak of Toronto as well as Montreal, but 
Montreal apparently is the main place from which they--- 

Q. Have you got any information as a result of your 
investigations that indicates the difference in time 
that the merchant gains by using truck transport? 

Ale thereseseintl) have: novtieures “on “hey but the 
averageyovime expended, “rromowhat I can gather, is trom 
Montreal three to four days by reil, and by truck one day. 

G. Inpee- to four days: by rally and by truck one day? 

A, Yes, apart from the added advantage of delivery 
to destination. 

Q. What is the distance by road? 

fo. The distance by road is about 179 midess 2 think: 

Q. Do you know the distance by road between Toronto 
and Quebec City? 

Pe Nos COO NOU. Slr Coule woueMmor imate. DULL Gocnot 
know it actually. 

2 eae Bear ecana that the railway mileage is 501 
miles* is that aboutwhet you think it its? 


Rw That probably its what 20 is. 
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Q. Do you know whether there is a regular day 
scheduled service by truck transport between Toronto and 
Quebec City? 

A, | No, vl Go not Know, 

@. Perhaps your colleague might be able to tell us? 

A, He might know. 

CROSS -EXAMINED BY MR O'DONNELL: 

Q@. Mr. Power, at page 34 of your brief, the opening 
words read: 

"The Canadian National Railways has actively 
opposed the interests of Quebec notably in regard to 
Quebec's application for inclusion in the select 
territory under the Maritime Freight Rates Act, be- 
fore the Board of Railway Commissioners in 1930." 

Now, Just so that that matter may be clear, and thav the 
position taken by the Canadian National at that time be 
understood, I would like to put on the record, my lord, 
the position as submitted to the Board of Railway Commis- 
sioners for Canada at that time by the Canadian National 


Railways. it is as. follows: 
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THE BOARD OF RAILWAY COMMISSIONERS FOR CANADA 


IN THE MATTER OF the application of the Quebec 
Boer OL ade arising out or Py iC. .Ordet, 129] . June 
spade )siee 

- and - 

IN REPLY to the Board's letter of the. 28th 
of June, 1930, enclosing a copy of P.C. Order 1291 
dated the 6th of June 1930, the Canadian National 
Railways state: 

(1) That the Royal Commission on Maritime claims, 
commonly known as the Duncan Commission was appointed 
for the purpose of examining certain claims made on 
behalf of the Maritime Provinces with respect to the 
reasons for the construction of the Intercolonial 
Railway. 

(2) That based upon the report of the said 
Duncan Commission an Act of Parliament was passed, 
known @s the Maritime Freight Rates Act 1927. 

(3) That dnuthe recital to the said Act it 1s 
set out that representations had been submitted to the 
Commission on behalf of the Maritime Provinces, respect= 
ing their economic position and the effect of freight 
rates thereon. 

(4) That the intent and purpose of the said legis- 
lation was to grant relief to the Maritime Provinces. 

(5) That the management of the Canadian National 
Railways were and are of the opinion that such relief 
should have been, and should now be restricted to the 
said Maritime Provinces and that the "select territory" 
should not extend beyond the northerly boundary of the 
Province of New Brunswick. 

(6) That if the said territory be now extended 


to include the City of Quebec, it should in all fairness 


MET a i aaa st 30 8 tay ® 


sea RR ah 
‘ a ‘ ages: eerist: oh TE +? & i g <hr SOW oe: weld. A : ‘und ia ce 
ALi me : be j 3 i : 


i IGSE ehaO: 0, "bo yoo &- na teol oie. MER eaats? 1 


} / 
: i J 
j . 4 . t 
; f. RYO} vp ha narB mae a) otis . OF RL , SFU ts | 6 fa ty Q ent bath 7 
f 


} thy coders ayawe Phas 
: | et 
i 


Scam: no” holeepeio) Layo edz ¢adt (f) 


nih, 
* 
= 
+ 
= 
~ 
= 
‘=. 
Ph 
- 
“be 
Be 
. 
& 
¢ 
.< 
< 
is, 


we Per Prye 4 hHeon ne ony pe. ny Opt Vinoamos 


ine E ai i=} {Se my of 4 a ce Fe Bee prey J 2 MOU. s + me af at 2B Oe BS 7 iy 
My 4 i) 
ny ’ X ; wie! : ¥ BW { af a ¥ : ‘ 

; : ; | 


- j 
ie en: 3 a8, 0 ae Bey Poa? Bas raf ure A! \s/ 
P "0 2 | af 5  £ Puy im ) -' P Pray Lr 10 : oe 7 
a bevess saw inomeifret ‘io 304A pe cbiaa timo) asonga i 
iM } A as ” . s by - I 
ha ie 
| } i 


nt i 2) : by she omy OF > of, 5 10" ek ne von wl = 5 
b J , 24 ake “OA Bean Ot Has et ». Catv bey £1 Oia A awordd > 


ii ~ % Ls ee P.7 a gol t ; > fe - . ‘ 2 Pei % 7 
rip. | ok: me he? rg apt - me Pa reyes ans - uit ¢ 2 } f 
e 

f f ey > 
: : 5 | 7 

¢ of , ’ a - bo» nf digs ! : 
Alt j vf oe | Vy S| "te ny [ =f “a : 2 1S Try cay “ ie hin wi @ ‘98 
‘) 7. 
ih) ant 
s 
Van ; : aren, a ee, , Ts fone toe t 
te \ bem a ope oh, + sOTLEY ae, it Te ay MM asl ; te tee lem mo. au 39 Pood 
pac : : ‘ c : = Ak mad 


D 
7 
- f ~ 
, & ce *, at): t rt - re a r “ ; ni ad re 2) J ‘al aa” ie i 9 al 
{ » ; 
" - a x yr az r re - 
leno iter wed wait to tnemeangnad wads fad? (2) 


hr A 4 a = —- . a af + on a - : in 7 
ALLO CUS. DEE ROLGLTO Ot; LO Obs PRS etey OU Ee: 


Me nd2 Oo Bol tngesn ed: won bivods. bas yteed A¥ed sou a 
“ye : 4 ~ ‘ ene ~ ee 5. ge “ bs dee on ' a 

: : Os EOS ai.) Lea ; Aas vet i} ar | 39% dae itd x ci EFI LE iM. , Bisse a1. = 

: ; VW 


a brugod “Ete rkteco %, 9 arte roy of agate +O 7 Si Oe hy 


P nor Pe i ia 


- 8289 - Mr. Power, cr-ex. 


alsosinclude. the City .o©, Montreal, 

(7) That if the said City of Montreal be in- 
eluded, similar concessions..could not. be denied to 
Toronto and other Ontario Cities and by the same 
process would extend throughout the length and breadth 
of the Dominion with the result that all advantage 
granted to the Maritime Provinces would disaopear and 
a rate level would be in effect, throughout the whole 
country which the Maritime Freight Rates Act itself 
declares to be an unjust and an unreasonable basis, 
apart from the considerations justifying such a basis 
within the Maritime Provinces themselves. 

(8) That the question involved would seem to be 
one for Parliament itself but that as the Board is 
asked to make representations to the Government, such 
representations should be that the present select 
territory should not be in any way extended but on the 
contrary should be restricted so as to embrace only 
the three Maritime Provinces, at whose request the 
Duncan Commission was formed and whose difficulties 
the sCommissiorn's report,and the Jegislation were 
designed to remedy. 

Dated..2at Montreal» Pes. Cols .tlth, day ~of 
November, 1930. 

Sed .Abistainv.Preser 


Assistant General Counsel, 
Canadian National Railways. 
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Mie) LUONNEDL2 2, Mnenwy Mimgirower, ab page 15,°1 
think, and again at page 32 of your brief, you mention 
the St.Malo shops; the St.Malo shops, I take it, were the 
shops, repair shops, previously operated by the Canadian 
National Railways in Quebec? 

Aa Thabres rricht: 

Q. And, as you say at page 32, the St.Malo shops 
were abandoned in 1939 by the Canadian National Railways 
and turned over to the Government of Canada for war pur- 
poses? 

BR. Met obsorichyr. 

Q. And, they having been used for war purposes, at 
the termination of the war the Government of Canada, as 
you said, sold those shops? 

ham hac ts friehct 

Q@. At a very low figure, to the City of Quebec? 

ee) Shay DSyrpens 

Q@. Which in turn has sold parts of the property to 
various industries that are now actively operating there? 

Prin Thatilecvaens 

Q. Now, in addition to what we were told in Quebec 
bY the Hony iro uPowervin July Last sasyvo° the. extent ito 
which the city was growing, I see in yesterday's Ottawa 
Journal, November 10th, 1949, that, apart from growing 
very rapidly, the City of Quebec topped the list for the 
year with an average taxpayer's income of $2,585, which was 
the highest taxpayer's income in the Dominion of Canada; 
the city by and large has been prospering fairly well during 
these last years, has it not, Mr. Power? 

A. They may be more honest in making their returns; 
tha tuts the only comment I have to make. 

THE CHAIRMAN: Mr. O'Donnell, has that anything 


to do with the question? 
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MR O'DONNELL: Perhaps not, my lord. 

THE CHAIRMAN: Q. . I see at page 32, about the 
abandonment of this St. Malo place, the brief says that 
this is an outright violation of the railway's contractual 
obligation; is that being pushed at all? 

A. We are mentioning that fact, sir, but we are not 
asking this Commission to do anything about it. 

THe CHAIRMAN S ORV reent. 

MR O'DONNELL: Q. Well, I take it that the owner 
of the railway is the Dominion Government? 

Re. the people of Canada, yes’. 

Q. And the Dominion Government saw fit to take over 
the railway shops in 1939 to use for war purposes? 

woe a Otte renuey oe tiene Im pact HUL Taiely 
great in law, between the personality of the C.N.R. and 
the Dominion Government. 

Q. That may be; but on the other hand the properties 
formerly operated by the Canadian National Railways, which 
were owned by the Dominion Government, were taken over by 
the Dominion Government in 1939 for war purposes? 

Ee eet en Peel iw orem. 

THE UPA ITRMAN. oul GOonot Think that: ts aqulte the 
peoint, What the Drier says is, “Since that time’ =- "that 
is, I suppose, 1939 -- "The C.N.R. has no terminal or work- 
Sooper aclia tyeor its own in the City of Quebec. An out- 
PIsRe Vi8daGion-oL ics “contractual obiligarions.. 

MR O'DONNELL: As I understand it, my lord, the 
C.N.R. as such never had a property there, in any event. 
It was administering certain properties that belonged to 
the Govermment. The operation of the railway shops there 
was unde the entrustment and for the account of the 


Government. 
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1930 the Mayor of Quebec at the time conducted a consider- 
able correspondence with the then President of the 

Canadian National Railways, Sir Henry Thornton, and there 
was much discussion about this contract with the Trans- 
ConrinenteliRallway, and) thevrepiy.orvtne! |\C.NLRe invetfect 
was, "Well, you have a terminus at St. Malo shops." What 

I am ee to say is, they recognized the fact that they 


were supposed to have a terminal there in that correspond- 


THE CHAIRMAN: /Q2) Is’ there anything: thatyyou 
want them to do now? 

A. There is nothing that this Commission can tell 
fhem co do.,J“l=jJUsSt wane cColtbPing Le toothe atvention: of 
this Commission so that in considering the other recommend- 
ations which they make they will add more weight to it. 

Cros levthisva disadvaentace that.vyourcomplainiofnin 
respect of--- 

fan DOCrs etdisedvantate.. 

Q; he fact that the C.N.R. haswno terminal or 
workshop facility in your city? 

A. That isva-disadvantage which we nave. 

THE CHAIRMAN: What about thacpoMr ae ' Penne lL? 

MR “O*DONNELE: )°L haven't any instructions “on 
thacy my Lord -Cand don *trknows 

THE CHAIRMAN: I mean, that is the only purpose 
for which these things are set out in the brief, apparently. 

MR O*DONNEGL:" I supposes but Mr, Power says: he 
is not asking this Commission to do anything about it, and 
Tehaven'tt any instructions. concerning it. 

THE. CHAIRMAN: \oButiwe’ Rave -to inquire into dis- 
advantages, you see, 

MR O'DONNELL: Well, if the Commission--- 


THE. CHAIRMAN: YiGam not saying that this is one 
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of the specific things, but the word "disadvantages" has 
been used a great deal. 

MR O'DONNELL: Well, if the Commission desires 
information,.on 1t at a further stage of the proceedings, I 
will «be iwliad to.get,1t,.to.see what), justification ‘there,ts. 

THE COMMISSIONER: -Q. Well, you say, as: I 
understand it, that you are not pressing for any particular 
action to be taken? 

A. ‘No, because I do not think that this, Commission 
can recommend.any particular action under-their terms. .of 
Rerorenos. «-l sthink, ttels a contractual thing. 

BG. eb Pishts Lh uvou Mook at ot auhe whey 

Nd eee UuS.t wanted woxsbring Lt. to .thestiention.of 
the Commission, so vthey would realize that, apart from 
the disadvantages which we talk about in the main body of 
our brief, we have other rather considerable disadvantages. 

Q. But you are not asking any recommendation concern- 
ing that particular disadvantage? 

PAP er ae ge ee Be a 

THE CHATRMAN: . All right. 

MR O'DONNELL: Q@. Do you know anything about the 
Peeconusetrain rates: for export from Quebec, Mr. Power?) I 
was going to suggest to you that under my instructions 
the Quebec rate is now lower than the rate through to 
the American ports? 

ihe 6 LO ho. Know, 

Og. VOL oO NOt eknOULe 

A. I imagine -- I was not prepared to say that it 
Wate. Iosiink that Lt 8s: Ieaosnot unow, 

a. And, notwithatanding shaGetacts df tt wbe .a.fact, 
the port has not been used to the extent that you think 
it should be? 
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Q. AS to that you would agree, I suppose, that the 
Shipper has something to say as to the route which will be 
taken by the shipment? 

h. Yes, he has; bub “iP you will read those sections, 
particularly the section in the Transcontinental Act that 
talks about the railway in good faith trying to get the 
grain shipped over that route--- 

Gs sine: ofd *contrace;of tne. Grand Trunk oleahiae sey, 

Ay ¥és}) by which. the’ GaN. Ry) Sis stall pound. 

Q. But you will agree that the shipper has something 
to say as to the route? 

wv. Wes /' "Well, does thevGun Ry say thay: the Shipper 
is entirely to blame, that they have completely complied 
with the spirit and content of the sections? 

Oveiwell py that-is'something that 1 haven't any 
information about either. 

mM. Well, we only see the result, you see. 

Q. Would not the fact “that more ships go’ directly 
to Montreal than to Quebec account for Montreal's getting 
&@ greater share of the traffic? 

A. Section 45 says that the railway will provide 
Shipping. 

Q@. Well, is it not the fact that more ships go 
through to Montreal than stop at Quebec? 

ne” QULPS*rignivs “yes: 

@. And that the grain has been going to Montreal, 
where the bottoms are, where the ships are? 

A, That-is rignt, it hae been doing “that, yess We 
complain "ory that. 

@) -Do vyou* know’ that in *the general freight rates 
investigation--- 

THE CHAIRMAN: Q. Pardon me a moment. You say 


you complain about it? 


oki 
AY 


a 


| a ; eit if fay “ia 
“o8 atte sna ween ‘atte of ee 


in 
} 


: tgastndow satel noon ta wae AE | 
tet $04 Litasabonesan at ot ont $ nd nalvoss od 
\ ets a8 “Od enn tts’, boos at gowltan ont 
Peas Hee GIB a oneedert dant een ee 
i ogEnios® deet Saand oad 0 jesieanoo ate oat a 
Prawed OE2te ‘at AULD eds ‘Hobie Fae A 


. yatitenoe ani wot inte oe Dane eae itiw yoy re: a ee 


e ey oa 


ie a ha sedaet ons od ap a8 ee 


a Be ec eee es an sary tO 8 sa was ane $26 Z 8) —" few. * aud 7 * & ( ; - 
| bolignes yletetgnos wrest Yeas Gent , basta od ylavigae at 


Teiektyes eat To tiedaoo bes siukgs ode dviw- 
_ urn. teva Sew anteld vanes at boat Erowe y 
; .1ettie tesds sold pmrotat A 


era Be ey re Ee rhe, - ye > 
gaa BOW oh ae oe “OT G98 VERO ows 4, iew AY | my 4 


ll on 

oy il 7 fe: . q + %- . tte, 4 pe nat 3% Pe oe ue 1% ‘ a 5; 4 : 

WESGORES Of SUEe Vacs Vans FHS. wht jon Lio! «f | 

‘ : 
, 


SeIGion z Vissrinell wo 7 proboR Bede) oF me rah > Laeutaom oF m 

: ‘ooryttend oe to etedes sotdasys & - 

; abivera iilw vewlter ah? sadd eevee’ Gf aolteoa «A 

7 ae i galbaqerts 

if eh Sybie ovoky dakt goog) ode Jon PE ah . tis” 42 
toetemD te qege madd iaetiwot oF egnosatt | 

, | .eby , tale oflae +A 


 iessanow of gates weed Sat mie off tame Gak- .p | 7 
| Soup agica aah? asec oem gmodsed ant eredte i a 
| 3 yee edd eabee aped Gad de ee ot 
| | | sae %d ake Ley hy 


wosar Yaa tye? Leone ait get Sete wodit WON ot 60). a 


= es. 


! we 

| ee, HOY om «@ SSR 

ye ieornae 2 pean a | 
ae. 


P i 


- an : pre 


- 8295 - Mr. Power, cr-ex. 


A. We complain. 

Q. How are you going to prevent ships going to Mont- 
Peak? 

eat Wea by if he woods are Un Mueheryisinncto: be 
picked up---- 

Q. You want the goods to go right through to Quebec, 
and the ships will find them there? 

owe Wet Ws “elgnt).¥s Lr: 

MR O'DONNELL: Q. But the ships coming in have 
cargoes as well, have they not? 

Me Lepresume. they have; ves. 

Q.. And they go right through to Montreal in most 
cases? 

A. Yes, but on the other hand, stopping in Quebec 
and unloading and picking ce 

GQ. (Weld je the ships tnetoct: do go through to Montreal 
in greater numbers than to Quebec? 

A. That is right. We state that under section 45 
the C.N.R. is bound--- 

Q. You want the C.N.R. to stop the'ships at Quebec? 

A. We want them to provide’ shipping facilities to 
accommodate the grain going through Quebec, and they are 
to encourage -- if you will read those sections, they say 
that the ratiweysis™ctotencourage ther flow of. trade through 
the ports of the Transcontinental Railway. 

Oy eauppeoing, as is) the Lact, that Quebec has the 
same rate as Montreal, and that, notwithstanding, the 
shipper prefers to ship via Montreal, where ships are to be 
found to take the grain, what do you suggest the C.N.R. 
could do in those circumstances? 

A. That they provide shipping, and that they make 
known this cheaper rate to Quebec. There must be some 


‘reason why it is not coming to Quebec. 
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Q@. One of the reasons I suggest is that the ships 
which are to carry the grain for export have had cargoes 
inbound which go to Montreal, and that, having unloaded at 
Montreal, they received the grain for export there, which 
has heen Shipped upon instructions of shippers to Montreal 
Por export? 

A. I cannot deny that, because that is actually what 
Nappens;, but we complain of ‘that; 

Q. Well, I don't blame you for complaining of it, 
but I don't know what you can do about it. 

A. We say it is contrary to sections 42, 43 and 45, 

Q. You know that after the general freight rate 
investigation, as I understand it, the Transport Commis- 
Sioners ordered export rates to Quebec from points Toronto 
and west to be reduced to the level of the Montreal export 
rates? 

oie eG Ss 

Q. In other words, the railways were required to 
carry export traffic to Quebec, an additional 170 miles, 
at the same rate as to Montreal? 

A. We admit that, but how much--- 

Q@. Now, that had very little effect on the traffic? 

Bee VELrV ditt be. errecc. 

THE CHAIRMAN: Was this done in 1927? 
MR O'DONNELL: After 1927, my lord, according to 
my understanding. 

@. And, despite the fact that you get the additional 
JiOmrlos forenothing, (stil the shipments ih most cases 
go from Montreal? 

A. Yes. Well, you cannot say that that was any 
great favour to Quebec. It was easy to put down on paper: 
that the rate would be the same, where we had a cheaper 


rate from Fort William to Quebec which was not being used; 
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they were not losing anything by doing that. 

Q. All I am pointing out is that the railways were 
asked to give this extra 170 additional miles for nothing, 
and, despite that, the shippers still are not using the 
Port of Quebec to the extent you would like? 

A. It would be interesting to know exactly how much 
was carried under that rate free from Montreal to Quebec. 

Ge “I don'’v know abouel that.) Lam just pointing out 
to you that the rate to Quebec is the same as it is to 
Montreal from Toronto and points west. 

THE CHAIRMAN: Q. What has been the effect of 
that equalization of rates? 

A. From Montreal? Well, in view of the cheaper 
rate, it is rather a gesture more than anything else. We 
have not been able to get figures on what is carried over 
what railway to Quebec. For instance, there are no figures 
to show how much grain is carried on the National Trans- 
continental from Fort William to Quebec or from other all- 
rail routes or the lake-and-rail routes. 

Q. No, buG iffthe rave, to ship this /erain vo) Mont- 
real or to Quebec is the same, how can you complain then 
that an insufficient quantity goes to Quebec? Could not 
the shipper direct it to go to Montreal? 

Ai) OLP, UNnat rate iis or no benerit to: Quebec, we. say, 
because the other rate, the 18.34 cent rate, is so much. 
lower that it does not make any terrible difference to 
Quebec at all. I mean, the railway extended that rate to 
Quebec, but has it in fact been used, in wiew of the much 
cheaper rate from Fort William over the National Trans- 
continental? 

THE CHAIRMAN: How far does this extension of 
the similar rate to Quebec and Montreal exttend? What 


shipments would it affect, or what territory? 
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MR O'DONNELL: <All shipments other than thosewhich 
ge over the N.T.R., as’ I understand it. 

THE CHAIRMAN: Just give me an idea of what ship- 
ments that would be. 

MR O'DONNELL: From points Toronto and west of 
VPOrONnto » . 

THE CHAIRMAN: Would it affect grain shipments at 
all? 

MR O'DONNELL: Well, the Georgian Bay grain ship- 
ments, I suppose. 

There is just one other observation I might make, 
my lord, with respect to the statement at page 32 of the 
Drier; thav there has been an outright violation of con- 
Teactual Opdigations, (We Sou into) |e Piuery there, ‘and. 1 
Go noe gncvend toO,diseuss) it with Mr, Power. We do not 
agree with that statement at all. 


Thank you, Mr. Power. 


(Page 8300 follows) 
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Evidence submitted in French will appear in 


subsequent volume. 
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MR. Y¥. POISSON CROSS EXAMINED BY MR. F. D. SMITH 
TN se D. OMITH 


@. I have very few questions, my lord, and I will 
Devas short. as I can, tI may say, MY. Chairman, that I 
only saw this Supplementary statement this morning so I 
am not familiar with the various tables in the document 
Some of which I ufderstana ... are going into the record, 
Perhaps, however, I can confine myself to some rather obvious 
questions, 

Are you familiar with the Special tariff which was put 
in in connection with the shipment of groceries from 
Quebec to the South Shore? 

A, You mean C.M.195? 

Q@. Yes, 

A. Not very familiar but I know of its existence, 

Q. And do you know thst the rates under that tariff 
from Quebec to points on the South Shore of the St.Lawrence 
down as far as Gaspe are considerably lower than the rates 
from Levis? 

ee bie eo 

Q. You think so? 

A. Yes, but those rates do not apply only to Quebec City. 

Q It applies to Quebec City as against Levis? 

As. Durine the Summer months only and only on certain 
commodities, 

Q. Those commodities which ere mentioned in that tariff? 

A. Yes, 

ep hn Sc 4's considerably lower? 

Boa Lee, Li trninks so. 

Q. Was that difference not due to truck and water 
competition? 

A. Yes, I was informed of that. 

Q. Now you refer to certain tables in this Supplementary 
Statement. The first table is a table showing the freight 


rates on third and fourth class goods from Quebec to various 
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points, the first station being Amos. Now would the 
rates covered by that special tariff apply to these points 
of destination? 

A. I don't know. 

Q@. Now, the next table which is contained in your 
Supplementary statement relates to freight rates on potatoes 
from two points in the Province of Quebec to Quebec. Is 
that right? 

A. I think White River, it is in New Brunswick, 

Q. But it. is 4 short distancé from Mont.Jol1?2 

A, Not very far away, I think. 

Q. And do you know anything about the quantity of 
production of potatoes at that point? 

A. Well, I know there are shipments coming from those 
points into Quebec City. 

Q. But you don't know anything about the acreage or 
production? 

A. No, the only thing I know was that last year or the 
year before there was a great part of the crop destroyed by 
fire so as to maintain the prices up. 

Q. You have no knowledge as to whether it is a hig 
producing area? | 

A. Yes;.i know 1t-is a big producing. area, 

Q. In amount relatively to production in PYince Edward 
Island or New Brunswick, would it be a factor in the potato 
market? 

A. In New Brunswick they produce a lot of potatoes, I 
know. 

Q. But you have no idea of the quantities they produce 
at those points? 

A. No, I know that we buy some from those places. 

Q. Now do you know if there is any . ° water competit- 


ion from LaSarre which is mentioned in page 2 of the table 
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showing the freight rates on potatoes? Is there any 
competition from there? 

A. No, it is up in the Northwest. 

Q. Now generally do you know that comparisons with 
rates from Quebec to points on the Squth Shore and to 
points like Chandler on the Gaspe Coast with freight rates 
from Maritime originating points to the same territory, and 
for corresponding mileages, show that Quebec has a large 
number of freight rate advantages? 

A, Except C.M.195 I don't know if there is any 
special tariff, 

Qe. But as far as C.M.195 is concerned that gives the 
preference to Quebec as against the other points in the 
select territories? 

A. On those commodities only, yes, but we are not 
claiming for agricultural products. We want to be served 
as well for industrial products. 

Q. Well, there is a large list of commodities covered 
by that tariff, is’ there not? 

ms Lees “L. Cannot tell-you how many but; it) ts only 6 


part of the transportation business, and of course a small 


part. 
CROSS EXAMINATION 3Y MR. HUME: 


MR. HUME: Mr. Poisson, this morning you indicated 


that you might have a little more information in connection 
with page 34 of the brief, and not of the supplement, and 
I just have one or two questions in connection with that 
matter. Do you know whether the principals of your Chambre 
de Commerce are using a very large inbound freight service 
between Toronto and Quebec City? 

A. Oh yes. 

Q. Are they using the truck transport for that 
service? 


A. Exactly, especially in the hardware business. 
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@. Do you know the difference in time between 
Shipping from Toronto to Quebec City by rail and by truck? 
Ay It ts-about: double. I think’ it is about five 
days at the most from Tormto and ten to twelve days by 

Pails 

Q. Five days by truck and ten to twelve days by 
rail, and then do you know whether that is a regular 
scheduled service? 

A. I cannot tell you but I know that about every day 
we see trucks from the Smith Transport and Kingsway 
Transport apparently coming from Toronto. 

Q@. And have they got Ontario license plates on them? 

Aw Wetly’recallyr?’ didn't “notice that, 

Q. Now the last question is, could you tell me in 
your opinion whether the members of your organization are 
in favour of the present provincial regulation on that 
truck transportation or whether they wish to see any 
control by any other body? 

A. No, I think they are definitely opposed to any 
centralization, 

THE CHAIRMAN: Anybody else? (No answer) 

MR. COVERT: Mr. Chairman, there is a telegram from 
an pe a cii hagas Secretary General of the Truck Drivers and 
Helpers Union, Local 31, addressed to the Commission, It 
is from Vancouver, B.C. and it reeds: 

"Royal Commission on Transportation 

Ottawa. 

Suggestions made by A. J, Kelly to remove truck lines 

from the highways constitute a serious threat to the 

livelihood of many thousand of Canadian Workers on he- 
half of the Teamsters Union in British Columbia repres- 


enting three thousand members we brand this suggestion 
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as retrograde step in the country's economy stop 

We will fight bitterly any proposal to suppress the 

transportation system which is vital to the needs of 

the public and which is providing employment for 3 

large percentage of the country's population stop 

We also oppose placing British Columbia employees under 

Dominion Labour Regulations stop he will fight for 

labour regulations to be administered in British 

Columbia by the British Columbia Government, 
and it is signed by "R. D. Atkinson, Secretary General, 
Truck Drivers and Helpers Union, Local cea 

MR. SINCLAIR: Mr, me Semi aioe I do not know what the 
policy -ofethe Ebates siewes regard to these communications 
they get, but it seems to be that they will be read into 
the record,and I am not saying anything as to that except 
that I think e letter was mentioned yesterday from the Steel 
Company of Canada and I would ask that it be read into the 
record, 

MR. COVERT: The only difference, Mr. Chairman, was, 
that my understanding was that the Steel Company of Canada 
Said that they did not want to file any brief or make any 
public recommendations. I do not think we were authorized 
to read it into the record. 

MR. SINCLAIR: The principle, I would suggest, is 
Similiar. If they send a communication to the Commission I 
think it should form part of its public record just the same 
as a wire that may come from a Truck Labour Union or other 
organization that makes a communication to the Commission, 
and I do not think that what The Steel Company of Canada has 
said must necessarily govern the matter, 

MR. COVERT: I dm not want to prolong this, but the point 
is we asked the Steel Company if they would make representat- 


ion, if they wanted to, and I think we intimated that we would 
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like them to, and apparently they did not see fit to, so 
I did not think in those circumstances it should be read 
into: the record. 

THE CHAIRMAN: Does the letter itself make representat- 
ions? 

MR. COVERT: The letter from the Steel Company of 
Canada? 

THE CHAIRMAN: Yes. 

MR. COVERT: Yes, it makes comments about the briefs 
of the other two steel companies, 

THE CHAIRMAN: Well, off hand I would suppose that if 
the Commission is to consider it at all those to whom it 
refers should have an opportunity to read it in case they 
have anything to say about it. 

MR. COVERT: AS a matter of fact a copy of it was sent 
to the Canadian Pacific Railway. 

THE CHAIRMAN: Was sent? 

Avmet He LLeve. So. 

Mi eye ENC DATE 2... 1 Secured, a -COpy.,.<yes,. 

THE CHAIRMAN: Now then, is that sufficient or not for 
your purposes? 

MR. SINCLAIR: Well, I would like to have it form part 
Oiaiie Are COV... sm... LOrG. 

THE CHAIRMAN: You would like to have it read? 

MR. SINCLAIR: Into the record, yes my lord. 

‘THE CHAIRMAN: Who else would be interested, Mr, 
Covert, besides the Canadian Pacific Railway? 

MR. COVERT: I suppose DOSCO and Algoma would, sir, the 
two people who have been referred to. 

THE CHAIRMAN: Well, is the Commission being asked to 
consider the letter itself or do these people simply say 
that they do not want to have any representations made? 


If the letter itself does contain representations and they 
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want us to read them and consider them, in that case other 
parties interested whose briefs are being commented upon 
ought to have an opportunity to see what the letter says. 
They might have some reply to make. That could be achieved 
either by reading their letter here, as you suggest, as 
this telegram from the Labour bpaantvetion or sen-ding 
copies to those concerned and then if they wish to come 
to us again - 

MR. O'DONNELL: It goes to what I suggested yesterday. 
I do not know anything about the letter nor do I know 
anything about the telegram but I respectfully submit that 
if persons or groups have representations to make, they 
should follow the procedure which is laid down, and that 
is, make them formally in 9 statement, come here with their 
representative to be questioned by people who may have an 
interest in asking those questions. If the Commission, 
and I say it with respect, adopts the procedure of allowing 
telegrams to become part of the record,or letters without 
the interested parties having an opportunity to cross 
examineseon them, tt gets aibit dlificult to: control the 
evidence, 

THE CHAIRMAN: Yes. I do not think we have hed 

many communications, have we? 

MR. COVERT: No. 

MR. O'DONNELL:,. I don't. think you shouid encourage 
them at all. 

THE CHAIRMAN: I know there is some communication from 
The Steel Company but I have not read it. I do not know 
whet its weight is and what it is directed to. Does it 
criticize particular parts of these briefs? 

MR. COVERT: Yes, Mr. Chairman. 

THE CHAIRMAN: Well, we might send it to those whose 
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briefs are being criticized or read it out loud here. Is 
it Lengthly? 

May MeOVERT EY OOurte lengthly, my lord, 

THE CHAIRMAN: Well, Mr, Sinclair, your concern, or 
I mean the Canadian Pacific Railway's is in what way? 

MR. Y SINCLAIR: Welder feelvthat 612 the .teel 
companies should be before the Commission. I think they 
have given some information ,DOSCO and Algoma and the Steel 
Company, and I would just like to have it all on the record 
so that when it comes time for argument at least I know what 
their views are by reference to the record. The Commission, 
I think, would also find it convenient to have them all in 
the record,and then if they wish to ask them for any 
information, they could make reference to the record, and the 
fact that it was in there. 

THE CHAIRMAN: Now, I understand you have a copy of this 
letter? 

MR. SINCLAIR: Yes sir, 

THE CHAIRMAN: Do you want to have your copy read into 
the record? 

MR. SINCLAIR: Yes sir, 

MR. COVERT: My lord, I think before this is done we 
Should get the permission of the man who wrote the letter, 
because he intimated that he did not want it to form part of 
the proceedings. Theat is my understanding. 

THE CHAIRMAN: Well, we have not read it yet and we do 
not know what it is. At least I don't know. Either he wants 
to have his views made known or he does not. 

MR. COVERT: ‘That ts right, 

THE CHAIRMAN: I would give him the opportunity then to 
decide for himself what he wants to do. He cannot write a 
letter and Bay ‘I want my views kept under cover", If he 


wants them meade known,that is different. 
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MR, CARSON: Mr. Chairman, this letter has just been 
brought to my attention and I think there is one sentence 
that should be put before the Commission and this sentence 
reads os follows: 

"Up until the present we have refrained from adding 

to the mass of information which has been presented to 

you but, since other important companies in the steel 

industry have seen fit to make Suggestions and recommend- 
ations to you which would be prejudicial to our interests 
and unfair, we think it appropriste to submit our views 
on these matters". 

Now surely a letter of that character would not be 
rendered to the Commission without the expectation that it 
would reach the Commission and would be considered by the 
Commission, and in my respectful submission unless there 
is some letter in your files asking that it be withdrawn, 
it should be treated in the ordinary way and that is in the 
record, I quite agree there should be some difference between 
Someone who makes 3 statement and brings a witness here and 
is cross examined and someone who writes a letter and is not 
here with a witness. Thset isa matter of weight for the 
Commission but apart from that, when someone writes the 
Commission and says "representations are made that will be 
prejudicial to our interests" and then goes on to elaborate 
why they are prejudicial it should be Obvious that the 
Commission wil welcome evidence before them. 

THE CHAIRMAN: Then hadn't they better send a representat- 
sve? What as the Gate of 1¢? 

MR. CARSON: November 7th, my lord. 

THE CHAIRMAN: We heard from one of these steel companies 
in Montreal in July. Why do they wait until November 7th? 


We have given ample time to all parties to file briefs, 
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MR. COVERT: There is no question as to that in the 
letter but, as I say there was a subsequent communication. 
It was a telephone call make between the Steel Company 
of Canade and Mr. Hunter will give it. I do not know 
whet my learned friend is trying to suggest; I think I 
have made it perfectly clear that there is no objection 
about having the letter read into > 
the record at all if the Steel Company of Canada say they 
want it read into the record, That is the sole point and 
I simply suggested to my learned friend that we should 
get permission from the writer of the letter before it 
is read into the record because of the communication which 
the Secretary of the Commission has had. 

THE CHAIRMAN: What is that communication? 

THE SECRETARY: Sir, on receipt of this document, this 
letter, there was only the one copy and it did not say 
that it was a formal representation to this Commission and 
so I telephoned the writer of the letter, Mr. Hilton, and 
asked him if he wanted the Commission to consider this as 
a formal statement and he said, no, he did not. I said 
if he did we would require more copies and we would set 
a date for his hearing, and he said "No". He said he 
did not want it considered in that way and I asked him 
if the Commission decided at a later date that they 
required him to be present or some of his people to be 
examined or to make representations before the Commission, 
would they consent to do so, and he said they would. But 
I think certainly on the basis of the convers&atiaqnwhich I 
had with him on the telephone, I think he should be given 
an opportunity of saying that that is a formal representation 
because he definitely said it should not be considered as 
a formal representation by the company. 


THE CHAIRMAN: Those whose briefs he criticized should 
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also be notified that he has intimated the desire to be 
here and that he is coming. 

MR. GOVERT: I think that is perhaps correct, my lord. 

THE CHAIRMAN: Is that satisfactory? 

MR. CARSON: I gather there is going to be another 
communication with Mr. Hilton, Mr. Hunter, is there? 

THE SECRETARY: Well, I will communicate with Mr, Hilton 
and indicate that there is a request that he make formal 
representations. 

Maer CAROONs, (Or heve hisvitetter read? 

THE SECRETARY +,:) Yes: 

THE CHAIRMAN: But if he is going to have his letter 
resa ana it is contentious, and I gather it is, we will 
have to notify those whom he criticizes. 

MR. CARSON: Yes, I think everybody should be present 
who is referred to in the letter. 

THE CHAIRMAN: I take it he is taking issue with the 
Sydney people and Algoma? 

MeeeCovVERT: chat ie correct, my Lord. 

THE CHAIRMAN: Oh well, we will have to act in fairness 
to them. All right. Is there any other brief? (No answer) 
Now, we have before us something which has been left 
for consideration. There has been certain correspondence 

between Counsel for the Commission and counsel for other 
interested parties about certain questions raised principally 
in the brief filed by the Canadian Pacific Railway. The 
matter in question is raised notably in the brief filed 

by the Canadian Pacific Railway and I find it in the 

first volume of that brief at page 188. I find a summary 
there and in that part of the brief the Canadian Pacific 
Railway summarizes the reasons why they would like this 
Commission to recommend that the statutory provisions of 


the Crow's Nest Pass rates be repealed and that those 
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rates, like most other rates, be BRacae over to the Board 
of Transport Commissioners to be dealt with by them. 

When those contentions of the Csnadian Pacific Railway 
became known to other interested parties, the question then 
arose: "Well how far are you going to go into such a 
question? Are you going to simply deal with it from an 
academic point of view and decide whether the statutes are 
better than reference to a Board,or are you going to 
go into what the Cenadian Pacific Rseilway wsnt you to go 
into,and study whether in the present context the Crow's — 
Nest level of grain rates is not compensatory?" And that 


is the question, 


(Page 8355 follows) 
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We told our counsel at that time that we did 
not, then, intend to go into the question of whether or 
not these rates were compensatory, and that we would 
leave ib for further decision. 

Now we think that this is the time to have that 
issue determined, and we find that the Canadian Pacific 
Railway express their position this way: they say that 
under present conditions, the Crow's Nest level of grain 
rates is not compensatory, and they come here arter 
decontrol in 1948 and they have that as a result. Shall 
that not, in that year at least, affect these rates, which 
they say were not compensatory? 

We would like to know now whether they were 
interested in maintaining the statute as it is, or have 
anything to say upon the question as to whether or not 
an inquiry should be made by us into the subject-matter 
raised by the Canadian Pacific Railway in paragraph 3 of 
their summgry, that is, whether or not these rates are 
compensatory. 

What’ do you say about that, Mr. Frawley? 

MR. FRAWLEY: Yes, my lord. Counsel for the 
Alberta Wheat Pool and for the Saskatchewan Wheat Pool, 
those two, at least, should come to Ottawa; and I thought 
there would be an opportunity for them to be present when 
the question, which your lordship now raises, was to be 
discussed. 

lL make Chet, 48.4 preLtiminary opservetion. 
Frankly, we felt that it might be, perhaps, taken up 
et ithe first of the, week. 

I thought that all your lordship would say 
today; if the matter were brought up at all, would be 
to name a date, so that western provincial counsel, and 


counsel for western grain organizations would be here 
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to discuss the very question which your lordship now 


suggests we discuss. 

THE CHALHMAN: ) No. a do’ nou suggest thav we 
Giscuss 1b: now. Bus 2 would cad) ettention tor tne tact 
that the time has arrived when we think it ought to be 
discussed. 

MR. FRAWLEY: Maybe your lordship could name 
S dave: 

THE CHAIRMAN: We are asked to recommend that 
hii Parcicular Scavuce be repealed. 

NOW, the tace that under present condivions:, 

Se tt 28 asserved, the rates are said nov to. be. compen- 
savory at the present day, is only one reason advanced 
for the recommendation in favour of repeal of the statute. 

But there are others, too: and those who wish 
the statute to be repealed will have other reasons to 
Bavence vesides this, one. This matter of compensation. 1s 
mOo, the Only ground. 

You Wey pay unaw miebe Traves are, intact, 
compensatory, or you may say that they were not compen- 
gatory in the year 1948. There are, nevertheless, good 
and sufficient reasons why the statute ought to be left 
the way 2G is; 

MR. PRAWLEY:, Yes, my lord. 

THE CHAIRMAN: We will hear all these reasons. 
I cannot anticipate them. But we would like to have this 
matter argued before us on Monday. Now, what would be 
the most convenient time on Monday? 

MR. COVERT: I think, Mr. Chairman, that perhaps 
we may as well start with it the first thing, at 10.30 on 


Monday morning. 
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THE CHAIRMAN: I am told that counsel for the 
Wheat Pools of Saskatchewan and Alberta are not here to- 
day, elthough they are in Ottawa. 

MR. FRAWLEY: That is truc, Mr. Chairmen; they 
are not in Ottawa today. 

THE CHAIRMAN: They will have to be notified 
without any delay, of course. And what about the othcr 
“nterested parties, the other provinces? .1.scec tunat 
Manitoba is here. 

MR. PRAWLEY:. Counsel Tor, Saskatchewan is in 
the hotel. 

MR. EVANS: I would suggest that the Commission 
might want to have the Manufacturers!’ Association, and 
the Industrial Traftie League notified, 

THE CHAIRMAN: On, this one point “as to whether 
or not we should go on? 

MR. EVANS: They made representations to the 
Commission, Siv, in their briefs, about this: mavver of 
grain rates, and I thought they might want noticc. 

THE CHAIRMAN: You refer now to the Canadian 
Manufacturers! Association? 

MR. EVANS: Yes, Mr. Chairman, and to the 
Industrial Traffic League, both of which had, in their 
briefs, recommendations about the grain rates. 

THE CHAIRMAN: Do you think it would be 
advantageous if we had wires sent to them this afternoon 
that we intend to take this matter up on Monday morning 
at half-past ten? 

MR. EVANS: I am not suggesting how they should 
be notified. 

THE CHAIRMAN: No. But I am suggesting to you. 

MR. EVANS: I cannot speak for them. 


THE CHAIRMAN: Where 2re they? 
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Mio fVebow in Teronte, IT think, 

THE CHAIRMAN: They are both in Toronto? 

MR. McLEAN: teak ne GG nd. She 
Northwest. Line Elevators. should also be notificd, beceuse 
IT understand the U.G.G. wish to make representations. 

THE CHATRMAN: Yes, and the Vancouver Board of 
Treas, 1 At, reminded..of That. 

MR. COVERT: Mr. Chairman, I see no reason why 
we should not send telegrams to these people, perhaps, 
Seu One NOG LeU On Neo et Tere kl tT suppose Che 
argument which is to take place on Monday, would be more 
or less as to the nature of the evidence to be submitted 
to the Commission. 

THE CHAIRMAN: As to the extent of the inquiry. 

MR COVERT: | yea. And that ie, propaply, © 
live Cit torent thing. linave not, given, 1b) a @rect: der) 
OF nought, Dub ot May be 2 livtile different vhning. 

in the case of the Canadien Manufacturers 
Association, however, they have submitted their briefs 
and completed them. 

MR. FRAWLEY: As well as the Industrial Traffic 
League. 

MR COVERT: As. well\ as the industrial Traffie 
Deere.) ew SUDUL CVC. bie tr CASS an Orono. en. ny 
recollection. is -- although IT would not like to be too 
Bure -- thar they just dealt with it ina general way, 
and 2) think they recommended, perhaps... 2. subsidy... bur T 
may be wrong ebout it. 

But. 1 ae... think that as long as the three 
western provinces and the railways, the Canadian Pacific, 
Nave “‘prougny this matter, perhans.. to, a head... that 

if Chey Were represented.  tnav would be. sufficsent,, 1 
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argument there would be. 

MR. SHEPARD: I am quite sure that the United 
Graan Growers, Tor one, would Like to be here on een 

THE CHAIRMAN: Have they done anything yet? 

Haye they (ited e brief, “or taken any notice whatsoever 
of the Commission's work? 

THE SECRETARY: We have had correspondence with 
Dae Unived Grain Growers, “and 1 understand they intend to 
Sotto iden, PUL Lb Wi noo De lim until tne Ler. 

Mr. Brownlee indicated he would not be in Ottawa until 
Batver tne 2lst of November. 

Bug an'the case of the Northwest Uine Hlevators, 
we have had no communication from them at all. 

THE CHAIRMAN: What we had in mind, it seems to. 
me, was rather a preliminary question: How far we should 
Solin Geavine wach: one proposition advanced by the Canadian 
Pacific Railway that this statute should be repealed, 
notably, on the ground that it is not compensatory? 

Should we go into figures to show whether or not 
it is compensatory, figures that might be submitted by 
Mr. Frawley, for instance. I mention Mr. Frawley, because 
I see him before me3 or by anybody else who wishcs to 
have the statute remain in the statute books. 

That is a preliminary question, that is to say, 
the nature and the extent of the inquiry that we are 
about to embark upon. 

Would you think we might not dispose of that 
preliminary question without having all the counsel here, 
My Covert? 

MR. COVERT: There must be, Mr. Chairman, some 
limit to the advice or argument which should be put 
forward to us; and I think this is a preliminary point: 


t0 decide what evidence this Commission should hear. 
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I cannot think that we would not be well 
euvasea Dy whe array ‘or ‘eounsel which is present here, 
and the counsel representing the Wheat Board. So I 
think, your lordship, that the Commission should be 
able to arrive at a decision, after hearing them, as to 
what the evidence should be that you will heer. 

There wowld be Mc harm in nonitying’ them bi 
telegram. I suppose it is the importance of the subject 
which leads us to take this course, because, after all, 
your lordship and the members of the Commission. could 
rule on the point as you best saw fit, in any event. 

THE CHAIRMAN: Well? 

MR. FRAWLEY: Might I associate myself with 
what Mr. Shepard said with respect to the United Grain 
Growers? I have had several conversations with Mr.Brownlee, 
as well as some correspondence, and I know that his company 
hes, sviews on, the sub jece:) and Af it is important. enoush 
to name a special day, I would not want to: have them 
omitted from being notified. 

THE CHAIRMAN: It is possible that Monday may 
De 000 carly. 2 aye? 

THE SECRETARY: Mr. Brownlee definitely won't 
be available until after the 2lst of November. 

MR. O'DONNELL: Let them engage counsel, then. 

MR. COVERT: Mr. Evans says that Monday is 
not too early a date for him, and I understand thay 
Mr. McLean and Mr. Shepard say it is agreeable to them 
for that date. What about you, Mr. Frawley? 

MR. BRAWLEY = Yeso 

MR. COVERT: It is satisfactory. And what 
Beoue yons tip ..0 'Donneid? 


MR. O'DONNELL: I am quite prepared to be here 


on Monday. 
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MR. COVERT: Are there any others? 

MR. O'DONNELL: You don't need to send me 2 
telegram. 

THE CHAIRMAN: This brief from the United Grain 
Growers is to come in tomorrow? 

THE SECRETARY: It is due in tomorrow, Mr.Chairman. 

THE CHAIRMAN: All representatives who ere here 
are apparently to go right ahead on Monday, but we will 
Speak to it again on Monday morning and we will see then 
how far we could go with the thing. Perhaps there will 
be some representations made to us in the meantime which 
may cause us to adjourn, or something. 

MR. COVERT: We might fix Monday at 10.30, and 
ask counsel to speak to it; and then something may turn 
up which would cause a delay. However, we would expect 
counsel to be, I suppose, prepered to speak on the 
Subgqecta 

THE CHAIRMAN: Then, if nobody has anything 
more to say, weiwilioteave ite thati ways 

MR. COVERT: © »We have half an hour yet, and the 
next submission is that of the Province of Manitoba. 

MR. McLEAN: Mr. Chairman and members of the 
Commission, IL am appearing with Mr. Shepard to make the 


Manitoba submission. Mr. Shepard will open the matter. 


MANITOBA SUBMISSION 

MR SHEPARD: Mr. Chairmen, 1: tnink, perhaps, 
I might first explain that we héve the submission now 
available in two different forms. One is a mimeographed 
blue covered volume, which was prepared and forwarded to 
the Commission in time for the deadline, or almost in time 
for the deadline, on September lc; while the other is a 
grey covered printed volume, which has only recently become 


available. 


Me 


a : r a F rm Pee * 

OT RES 
Apa tae ¥ en fixate 
2 Be UNTO ene eat? OA soeealy 


_ 


res] . Be a 
fies bodiall ef? west teivd aLAgt AMATO ARE 


j eas 
fworraniod ak BRQD of. et wih 


RL: mec issO. aM ,wexgeamet @) oph af aE <YRATSAORA en aa, 
re sag eee oe seviteteagerge:, [fA <MAMAZANO Say y 
7 : | 

‘> : Frais hes i 7 bai aee ae vss 

| fiaw av dud .yORAoM ne “paaie IAQIt ea Os Yienoregge 7 


. 7 a 
yy oe dp a eh a oe Bedi . ari frente - ae Bh aw “* hi 
ry Ts GGE si 2W SW PRE Shao YoRdom MO ALAA we 


f 2 fb ) —— 4 _7 
* : sy ¢ ¢c! jee ge 
; % ee Age 88 49 ee a ie Fay OR DP HOR ay 
f A 
: rs “i a “ Ve £ ) % Tal . -% ve ae £2 Lee fyer 
. qi isa a } AAS opt i hie ee: Hohe pate Ere ALE aac j 4a A Ga | ae Ee 4 
fe I . Gar S , : - 


> ~ = +e tr PVE ey ee oer 

- is" Ae t At ban we y Pree ae re) sy 

hts 2 2 fs & % ait x oy : ix a " 4 niet La Hit ee Ye 5 &Ss ie me whale & he 
fod ee 2D nn penn re are os vs nik © Ban dl 

xs : “ Ae ir 3 a Be et De ae oe ‘ Aes 2 ‘bes 4 % es 
ee ee Ace ee Wath eh Su ee ee me a | a bs VM ae 
; Weg veserre. got OS ar caf rn ‘ A carpe ee 
Gere hk ‘y owe 473 2 UP nah § 23 » “ADS +4 ‘ fe Gee te ad Ld. a VY 
a : co] 
, . 


; ai? nO Meege oF borsdertq .sPoaque 2.,.ed of [esenuog. 
.Jo9hare 


ie) pea 


; : j " - Ng, i 
oot ak a k iy 4 » * é eh * * 7 
; be . ° . ¥ ¥ = ~ - . a] 4 7 v ‘ J 

ca 
: ) A - 
£. 3 vs ~ . ; } , moby t hae yr ¢ ua 
eS oe a ew et Th ERAS BPS te fe ah het ‘at wae pe siete ¥ 7a & bs | 
. et es OP ny, "+ re fon ties o PH Fa tes oF vr ao F wrt tue, 
) oF A, wt rae $i &*? . ee) ‘ pat ss, ‘ re a Yoh tv ht, A. Lane e Gf 4 a) iia a ROR 


a 


a 

a 

at 

< 
2 

ae 

x 

be 

£ 
te. 

= 
£ 

yea) 

= 

m 

f 

re 

“a 

a 

*) : 
im 

ry 
-~ 

| 

= 
hae ad 
“<r 

. ae 


RT . * et wrt — t Tayo | at >cordy gee be Fo pe % oe he 
ise - LGPee ey ovo Se Isat misigae tart} drigterl 


wd 


sideliave ; 


¥ C249 Ooms % we « orcs Ames fay sg ; 
af RAEI NL oN A + & PIDs . UPAR. Vat ee q f 
Ge Dohbeswaotd Ae 2 DD St CGes 2 © Ow rio. ED phw: & ald ov boy SVCD. si 


e284 Se FBONLS 80 , MeL Foeoh ale FoR anh Ss” tet solemd ccnety 
a . 2 becy 
. & @. T8nce sae obbce cSh wae zeta > 2% 


YiMe Bee ste comelone & 


- 8362 - 


The grey covered volume includes not ‘only the 
Manitoba brief of points, the original document filed 
before the Commission, but the brief which was presented 
by the Honourable Mr. Douglas Campbell, Premier of 
Manitoba, at the Winnipeg hearings. Then, also, at the 
back of the book, there is included the complete contents 
of the mimeographed brief. 

Because we ourselves have been working with a 
mimeographed brief -- and I presume that interested members 
of the Commission and staff and other counsel have done 
likewise -- we propose to follow the mimeographed numbering, 
in presenting our evidence, and the page references will 
be to the mimeographed copy. 

The Manitoba witness will be Mr. R. E. Moffat. 

He is economic adviser: to the Manitoba Government, and he 
will make the entire submission on behalf of the Committee 
on Freight Rates which has been working in Manitoba for 
some three years now, Since the rate cases started. 

I think, perhaps, for the records Mr. Chairman, 

I might just read the names of the committee which has 
assisved Mr. Morrat jin’ preparing this submission. 

W. 0. Macdonald, | F.C .A.,° Wecountant Acviser 

WwW. Ce. MeDonne Yl. Can... Accounting Adviser 

W. W. Hayes, Accounting Assistant 

stanley Goldberg, 

BE. C. Savage Economic Assistants 

G. H. McLeod 

These gentlemen, together with Mr. Moffat, form 
the working committee which prepared this submission. 

I might also say that the submission was prepared 
in consultation with a committee ofthe Manitoba Cabinet, 
under the chairmanship of Premier Campbell. That committee 


looked over the draft as it was being prepared, and gave 
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approval to the final submission as it will now be 
presented to this Commission. 

Berore calling Mr. Mofier to ‘the stand, I would, 
with your permission, like to read a letter which appears 
on the second page of the mimeographed submission, from 
Mr. Campbell, as follows: 

"PROVINCE OF MANITOBA 
OFFICE OF THE PREMIER 
WINNIPEG 
September 12, 1949, 
Gentlemen: 

The views and recommendations of the Manitoba 
Government on certain aspects of the matters referred 
to your Commission under Order-in-Council P.C. 6033 
are submitted herewith. 

This- submission has* not-déealt with all the 
matters that your Commission will be taking into con- 
sideration during the course of the inquiry but has 
been limited to an expression of this Government's 
views on those situations regarding which we wish to 
SUgeeSs. Certain Changes artthis Tine. trenetea tater 
time, other matters are under discussion before your 
Commission we assume that an opportunity will be 
available for-an expression of the views of this 
Government on those matters. 

Mr. R. E. Moffat, Economic: Adviser to the 
Government, will appear at your hearings in Ottawa 
to present this submission and will be available to 
your Commission to assist you while it is being con- 
eee red. 

YOURS? Very Cruly 5 
iD? L.*Campbell- 


Royal Commission on Transportation, 
Ottawa, Ontario.” 


——— 


bided th patve sdfion-y pieces 6 rote 


ay “ot ae ny 
me, ban ae ee ee + "» He 
i ce 


7 
A .moteaity iD. | 
af we pli) ren 


attisaga: dotw eevee, Bes Saey od fox NE Hatt ero se 
ra — nem Cae + 7 i 7 
mes 6A Fed Eaheta siberiguryaagta ‘eet poo os 

a 


ie 


; ewoLho? “aa : ‘ fide ” 


ed 
‘ABO™ FOAM: HS SOME 


| S Qaee ran: CW 
5 iB nm? ‘Ad ‘ yo 1s ete Eee c a ae ir 
pk eS a Oe ee ay 3 LEG 


a oe eee Pe ee ae oe oe ee ee ee eee, ae —— 7 
doa hve’ off te: eadctpabrasHovor:bae awefy sat 
‘ hi 


i Foo ons TO ad 6sqenh- mie taaoo nes d mesma ovods 


~ 


rEOA , Or4- Dbom@oD<okeye he ‘rsh: nereas id EE LUO Ory: 


ata . si ie! Ui of it, se ‘ ‘ 
. {; wee | Weer al a Pity Zt “KS i? onidgus ~~ S i 


? 


. = 
‘ .: ; ‘: eR Od eae i ty cho a ee a, ees ae = 
road sud’ est igndh sae To oasis, ale sorivuh notesreb ire. 


. - Nes ¥, : Mf : 
' hee 1», ee Ss Gon: rae oe ee a en ak rer’ eek, Bis, oP hie BOS - ocd . 
iomnictteved’ dtdd' lo foiveerave as: ok Besimnit: reed 
< 4 re a ‘ nee a 
+ Ane r dot dy biiswer: erotica, aeordi: na: ewoty 
‘” ‘ 
onan cats “ey = T. “eete st hte S a isk ket ey Pex ng =. et 
t ] L : j ‘ pt are ‘ye Ho hw a Ce Wehbe na Ge MiB waygS vo Steed 


: : 4- © the gaat, dean ie fe b ' 

PS a. hw ap te y ee My ee ee, a ee 7. soba 5 J. 

roy. ofoted NoObehes £8: tobar sxe arsditiem tonic. psmte 
act CC pul Ws hehe ae tent om pee ow om bers f mmo 
+ wt hiet i [i Lia eS ANY ‘ + ware ts tf Sith, co Gf oh eA Ga Ge ARENAS 


mu cea “ Pa eS Te —— my 3 Kf. Fs J 
tO. reoldgovcss mesh sot aidaLicve 


re) 


.evetiow ssonkt ao. tromrrevad: - 


Pe Ca MeO wae ety, Re eS eee ae at cf Wi 
ria « TSR COVER OF MOTO Se ett fou re 3 ©. hb macy 


Hos sired sf gs otnaw oy darasr of soleminmod Toy 
/batebts 
tines Ytev RwOEY 


sonsasvegensst th 


ae 


ale’ By 


ae SHS AB. “ROTAaaD Poli yi; 


ssomeldaad 


. tty ae ie . ~ " & A eh. oe hee a PYM AS ie Pe wa we 
EAD ALY Wy areicee nee featrcck: 2ah Ci bas! pi Pb eeben ihre Deitel te. bean ge ah ae ae 
tC) >) ae Bb BA Fa 4 uJ ce Oe Ssh Goa PFE aibevie ody ney. 5: ei Gy. Ties 2 fe <a chal. Roti) : 
c : ae, 


- 8364 - Mr. Moffat 


MR. SHEPARD: Now, with your permission, 
Mr. Chairman and members of the Commission, we thought 
we would use the witness box on the left, in the hope 
that it would be a little easier for exchange between 
counsel and witness and members of the Commission, and 


I would now ask Mr. Moffat to take the stand. 


Ry ©. MORRPAT, called: 

MR. SHEPARD: I understand, from a discussion 
I had with Mr. Hunter, secretary of the Commission, con- 
cerning the method of presentation and the make-up of 
the record with respect to Manitoba's evidence in chief, 
thay certain parts, of necessity, we feel, for 
purposes of clarity, must be read, nevertheless we do 
not propose to have the entire submission read. 

We understand it could be arranged that the 
parts which are not read will. be included in the transcript; 
and then summarization or comments on those parts which 
we may make, instead of reading them, will follow 
ammediately on at that, place in the -transcript, so that 
there will not be any break-up, in continuity of the sub- 
mission. 

THE CHAIRMAN: We have given parties the option 
OV eiuner reading their briefs, or taking them as read. 

You are taking it as read, but yeumay wish to 
read certain ports of -1t 2s you co along? 

Ma one rane ners Piene. 

THE CHATRMAN. There is no objection to. that, 
is there? 

May COVERT: Noy none at ald. 

THE CHAIRMAN: All right, then, go on. 

MR. SHEPARD: Q. Mr. Moffat, how long have 


you been empJoyed by the Manitoba government? 
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A. Four years. 

®. And what is your official capacity with that 
government? 

firs ecm Economic, Adviser -to.cthe Executive Council, 
and.d. em aleo the offieial clerk of the» Hxecutive Council. 

Q@. What are your general duties? 

A. So far as Clerk of Executive Council is concerned, 
it is the recording of official orders in council, more 
or less in a routine way. 

But the Economic Adviser side of the duties is 
almost equivalent to that of Personal Assistant to the 
Premier, On cconomic matters... 

It deals with any economic question with which 
nermey De (concerned, @6 to the policy that. should be 
undertaken. 

I would say that approximately 50 per cent of 
My Ulmes Tor-the last three years, has been spent on 
these freight rates and Royal Commission work, and on 
transportation. The remainder of the time was spent on 
a great variety of things, probably the largest single 
item being the financial arrangements between the Dominion 
endothe Province. 

Q. I understand that you were originally employed, 
four years ago, as Economic Adviser to the Government? 

fe eS 

Q. And then the position of Clerk to the Executive 
Council was added, more recently? 

A, Yes, about 4 year and @ haif ago. 


Q 


ae 


And youhave been Chairman of the Manitoba Committee 
On Freight Rates since its inception which, I presume, 
began with the 30 per cent case, at the end of 1946? 

Ay. Yess 


Q. Have you had any experience in the field of 
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transportation prior to that time? 

A. “None whatever. 

Q. Just briefly, the time prior to your employment 
with the Manitoba Government, I understand you were 
employed from May, 1942, to October, 1945, with the 
Wartime Prices and Trade Board here in Ottawa? 

A. That is correct, in two different capacities, 
during that. period; the latter part of the period as 


senior Pricing Officer, in charge of primary food products 


In cnhe price policy division of the Prices Board. 

The first half of that period I was employed 
as Senior Economist, in charge of prices' statistics, 
in the economic research division of the Prices Board. 

Q. And then, from 1940 to 1942 you were a teaching 
assistant in economics statistics at the University of 
California ? 

Ae “hee ie Correct 

Q. And in 1940 you obtained your master of arts 
Geeree avy economics Prom Indiana University? 

AY Tha wole (correc i, 

Q. And in 1938 and 1939 you carried on studies at 
the University of Dalhousieat Halifax? 

Py. Cathnew® DMeitorpreacty 

Q. And from 1936 to 1938 you were employed by the 
Dominion Bureau of Statistics in Ottawa? 

A. Yes rar the Mowest classification of clerk that 
they had on the staff at the time. 

Q. And in 1936 you obtained your bachelor of arts 
degree from McMaster University through Brandon College, 
at Brandon, Manitoba? 

Bae Theat, Eaicortecr . 

MR. SHEPARD: Before asking Mr. Moffat to begin 


his evidence, I would like to have on the record, at this 
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time, @ brief statement with reference to those portions 
of Volume II of the Canadian Pacific submission which 
endeavoured to attack the Manitoba submission. 

The Manitoba Committee do not consider it 
necessary to answer the Canadian Pacific's Volume ITI in 
detail, Since the Manitoba submission, in our Submission, 
Bronte 1On TES Own Teot wand lc. Ani tse lr. sm answetn 

THE CHAIRMAN: What part of Volume II of the 
Canadian Facific submission? 

MR SHEPARD? Jt is,..roughly,) the first 54 paces, 
I think. We may have reason, at some time, elsewhere, 
but I think that is where the more sensitive part appears. 

All the points raised in the Canadian Pacific 


Volume II will be answered during Mr. Moffat's evidence 


~ 


in chief, but we do not wish our silence on the other 
points to be construed by our friends of the Canadian 
Facipic es (being agreement, on our part with all the 
very gentlemanly language used by the Canadian Pacific 
in Volume IT. 

I would like to make reference first to 
Chapcer 1. wAccording ta the table of contents 2 us 
divided into four sections, and I shall start by referring 
Mr. Moffat to the introduction section which appears on 
page 1, as Chapter I, and extends for two and a half , 
pages. 

Pune rscend (that Mr Mors, 1ncende vo 
read only a small portion of that introductory section. 

THE CHAIRMAN: Can you tell me where this is 
that you are going to read, where it begins in this 
present volume? 

MR. SHEPARD: It begins on page 43. 

MR. EVANS: May I, before Mr. Moffat begins, 
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Suggest that if the Commission should see its woy cleer 
to follow the mimeographed copy, it would be helpful, 
because, when I come to cross-examine, I will have to 
refer to the paging of the mimeographed copy; and, in 


SOG GZOnS Our OWnY Drier’ refers To tnat paging sand 7" 1 


had to point out to you, sir, where I was reading from, 
when I was cross-examining, I am afraid I could not find 
it, because I am told that I have never seen the printed 
Draeciy lewoe told) Ghag this morming. 

THE CHATRMAN: What I have here is 2 printed 
brief, and as you go along you may want to make reference 
from one to the other. I would prefer having the printed 
brief, because it is very much easier on the eyesight. 

Mia onerARDs oWelwlid cry tO do that. tor you, 
Mr. Chairman. 

Bim GHALRMAW 2 (A rieht., then, Boon, 

THE WITNESS: The brief begins by pointing out 
that Premier Campbell -- 

THE CHAIRMAN: What page are you reading from? 

A, Page I of the mimeographed copy; Chapter 1, 
page 1. It begins by pointing out that Premier Campbell, 
at the hearings in Winnipeg, indicated that more complete 


Peet WOuld De DULJ In Le ver. 


CHAPTER I - INTRODUCTION 

Mr. Chairman and Commissioners. 

This submission is presented on behalf of the 
Government of the Province of Manitoba for the purpose 
of laying before you the views of the Government of 
Manitoba as to the type of recommendations your Com- 
mission should make on the various matters with which 


you are concerned. You will recall that in the course 
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of his remarks on the first day of your regional 
hearinzgs im Winnipeg, Premier Campbell.said: 

"On April 29th I forwarded to you a document 
waich wercaided:.a Brief-of Points... That,docunent 
outlined, very briefly,our,views,on..certain of. the 
major matters with which you will be concerned. 

At that time we made it clear that we would make 

moresdetailed submissions.at.2 daten. date... Invmy 

remarks, today I propose, to.deal with.four. major 

Pesuesn and Toy Indicate un) Somer details our, va ews.on 

Paeman ne memaimderr ot. the points and.2any.uother 

mavLersswhichimey arigeliascsa resuitof.the. hearings 

which you will be holding in various cities. and as 

a result of the studies which you and we will be 

undertaking, will be dealt with in. a more detailed 

brief to be submitted at Ottawa later." 

The, submission which is being.made today is 

the more detailed brief to which Premier Campbell referred 
at Ghatk time... It deals, with: the matters: upon,which 
Premier Campbell advanced suggestions as to the recom- 
mendations which your Commission should make, and in 
addition, it deals with a numberof other matters which 
were not referred to in his remarks. We would like to 
suggest that your Commission consider this submission 
and the brief presented by Premier Campbell to be an 
integral part of Manitoba's over-all presentation. 

The material contained in either of them should be 
interpreted in the light of both and the explanation of 
many of the statements of attitude made in this submission 
will be found in the economic and historical situation 


which was pointed out in the June lst brief. 
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A brief outline of the mechanics which have 
been followed in preparing this submission may help 
indicate the pattern eee follows. The body of this 
Submission attempts to give a coherent and relatively 
Simplified exposition of the pee oe pick Manitoba 
takes on the various matters. In some cases, however, 
it has been necessary to provide details as to the method 
of calculation and documentation as to the sources Or 
Statements made. In order to avoid serious interference 
Wee one COnvinulty of Chought .imuch of this. detailed 
calculation and documentation is omitted from the body 
of the submission and is included in footnotes. and 
appendixes. Ina few cases it seemed advisable to 
incorporate it directly into the body of the submission. 

Before proceeding with the detailed submissions 
contained in the body of this brief, the Manitoba Govern- 
ment would like to take this opportunity to express its 
beelings Of sacishaction at) the appointment. of /this 
Royal Commission. These feelings stem partly from the 
fact that the appointment of your Commission was a direct 
result of requests made by this government along with 
the governments of those other provinces which have been 
actively engaged in the freight rate discussions of the 
last 2s years. The Provincial Governments cannot but feel 
that your appointment indicates that the Dominion Govern- 
ment recognized and concurred in the validity and strength 
of many of the reasons which led us to make that request. 

A more important cause of satisfaction at the 
appointment of your Commission at this time is that it 
provides an opportunity for the amelioration and correction 
of pressing national problems and regional grievances, 
an opportunity which may not arise again for many years 


LwoucoMme. Ly is not unfair to say that.prichk to. October, 
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1946, there were relatively few persons in this country 
who were familiar with the complex economic problems 
arising out of the operation of the Canadian railway 
systems. As a result of the various hearings which 
resulted from the filing of the application for 2 30% 
increase in freight rates and the later related hearing’, 
there is now a relatively large group who have acyuired 
some knowledge of the detailed implications and 
ramifications of these problems. Thus the various 
Provincial Governments and certain other groups such 

as Chambers of Commerce, farm co-operative organizations, 
etc., are now in 2 position to express considered views 
as to the strength and weakness of the present railway 
freight rate structure and of the Board which regulates 
aU. By appointing this Royal Commission, the Dominion 
Government has provided a forum in which the views of 

any interested group. may be expressed and tested against 
the views expressed and the questions raised by others. 
After heawing this exchange of views and after considering 
studies which are made by your own staff, your Commission 
will have a unique opportunity to frame recommendations 
which will materially improve the situation in, the future. 
If your Commission had not been appointed, this unique 
opportunity would have been lost and a long interval of 
years might have intervened before it would have been 
possible to again assemble the amount of expert knowledge 
and experience which has been built up in the last 2. 
years. For this reason we welcome not-iouly the, appoint- 
ment of your Commission but we particularly welcome its 
appointment at this time. 

9. Turning now to the second heading of Chapter I, 

"Transportation Other than by Railway," you will fino it 
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on page 44 of the printed copy, and it ig page 3 oF 
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cMapver i of the mimeographed copy. Have you any comments 
to make on that section? 

A. The only comment I have is to point out that in 
that section we have expressed the view that transportation 
other than railway transportation teen Lesue Of consider. 
able importance to Manitoba; but UieGs 2d View OL cre 
information and experience which is available to us, and 
in view of the extent to which attention has been directed, 
primarily to railway matters, this particular brief deals 
only with railway matters. 

Transportation Other than by Railway 

it will become apparent that this submission deals 
mainly with the problems arising from railroad Drecent 
rates and that it gives relatively little attention to the 
problems arising from other forms of transporeation except 
2nesO rar as “they “have «a dvrect bearing upon the railroad 
freight rate structure. This characteristic of the 
Manitoba Government's submission is reflection of two 
things. Firstly, since Manitoba is situated in a Pant (oF 
the country where water competition is non-existent end 
in which truck competition is effective only to a limited 
extent, the railways are in a Strong quasi-monopolistic 
position as sellers of transportation services. secondly, 
Since the Manitoba Government has taken an active part in 
the recent freight rate cases before the Board of Transport 
Commissioners, this Government has the staff and experience 
to deal with the details of the major problems of the rail- 
road freight rate structure whereas it could only express 
general attitudes and suggestions on other SS0ECtTS oF 
transportation matters. 

Although both of these facts have caused the 
Manitoba Government to focus its attention on TVS ene 


rate problems, the relatively small space which :s devoted 
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to other transportation matters should not be taken to 
mean that this Government considers these other matters 
to be unimportant to the autonomy of Canada. They are 
undoubtedly of tremendous significance; but the very 
newness of these problems and their different economic 
and geographic setting prevent the Manitoba Government 
from assessing their significance as closely. This 
Government's suggestions, then, are conditioned by its 
experience of the immediate past and by its prairie 
environment. 

a. I shall turn-now to the top of page 4, Chapter I, 
where the next heading is "Concern regarding level of 
Hreight-rates throughout Canada." 

A. This section is the section which lays down 
the general pattern of the entire brief. Conseaguently, 
with your permission, I would like to read this section 
completely. 


Concern Regarding Level of Freight 
Rates throughout Canada 


The economic and geographic environment of 
Manitoba was discussed at length when Premier Campbell 
made his submission to your Commission in Winnipeg. 
thevetore 10 iS unnecessary to’ devote a great. deal, of 
time to this subject here. 

prickly i cam ibe se10 that the marketing 
mechanism is such that the people of Manitoba must pay 
the freight on the outward shipment of their products 
to market and on the inward shipment of those producers! 
and consumers' goods which come in large quaniities from 
British Columbia, Eastern Canada, Europe, or Eastern 
United Staves. ‘The central location of Manitoba in the 
continent means that these charges will be high. All of 


this has been said before, and there is no need for 
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rurcner elanporate discussion of it’. 

The implications of this situation, however, 
deserve some emphasis. Since Manitobans and those who 
live in the other Prairie Provinces are forced by their 
central location and the marketing mechanism to pay heavy 
freight charges on both incoming and outgoing shipments 
which pass through two or more regions, their primery 
interest must inevitably be, not the level of freight 
rates in this Prairie region alone, but the general level 
Of treiencl rates ‘throurehout Canada. 

A few examples will serve to illustrate the 
point under discussion.Wheat shipped froma Manitoba point 
tO the head of the lakes by rail, from there to the 
Bay Ports by lake steamer, and from there to Montreal by 
rail, is moving on eastern freight rates during a large 
fraction of its movement to market. But since the rates 
charged for shipments over lines in Eastern Canada will 
affect the Fort William price for wheat, the level of 
wilese Caster freiehnt rates, both rail and water, is of 
great concern to the Manitoba farmer who receives that 
FOoru William’ price, tess freignt to Fort. William. The 
level of these rates on wheat, however, is of no concern 
to eastern Canadian consumers or producers. It may be 
that under the temporary situation during the existence 
of a contract price for wheat, the above analyses will 
not be precisly true, but in the longer run and under 
ordinary marketing conditions there is no question that 
the returm to the western farmer for his wheat is the 
price at the world market less the cost of transporting 
his wheat to the world market. That transportation cost 
which is deducted includes the charge from his farm to 
the Lakehead, from the Lakehead to the Bay Ports, from 


the Bay Ports to Seaboard and from Seaboard to the ultimate 
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destination. Any increase in any of these rates w:ll 
be directly reflected in a reduced return to the grower. 

2. In that paragraph you make reference to ordinary 
marketing conditions, and you state, beginning at the 
bottom of page 4: 

"It may be that under the temporary situation 
during the existence of a contract price for wheat, 
the above analyses will not be precisely true, 
but in the longer run and under ordinary marketing 
conditions there is no question that the return 
to the western farmer for his wheat is the price 
at the world market less: the cost of transporting 
his wheat to the world market." 

Have you any comment to make on that phrase “ordinary 
marketing conditions"? 

Ae. They point) uneminds there: is. thate thisi situation 
will apply in any condition in which the price for wheat 
in Europe is being worked out on the basis of competition 
with wheat available from other countries. 

That situation can exist whether there is a 
board marketing organization, or an open market. 

There is: no intention that these ordinary 
marketing conditions should be interpreted to mean free 
marketing, unless there is an advantage by which the 
price of Canadian wheat is determined by competition 
with the price of wheat from other countries. 

Q. On the international market? 

A. enOnebhe i intermestonalvwmarkets: 

THE CHAIRMAN: Q. Would you say whether there 
is such a competitive situation today? 

As “There was such asycompetitivecsituationsat: the 
time when the wheat agreement was being worked out, 


during the period when the wheat agreementwas in effect, 
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i aS pee atie that any change in transportation 
beyond the head of the lakes would not affect the return 
COsevne farmer... That. 15.true., 

But when the time comes to negotiate a new 
wheat agreement, it seems clear that the cost of trans- 
portation from the head of the lakes to seaboard, and 
from seaboard overseas will be taken into account in 
working out the price which is to be put into the new 
contract. 

COMMISSIONER ANGUS: Q. Is it the international 
wheat agreement we are referring to? 

psa) Teena gle tae Opes Under the international wheat 
agreemens there is room for negotiation, .so..4at, woudd 
NOG ertecy. the situation, unless, 1b happened to: be. put 
against a selling state in the international agreement. 

THE CHAIRMAN: Q@. You say that today this 
Situation, : one which prevails under ordinary marketing 
conditions, would not prevail with respect to wheat. 

A...» Lt 2d84not. with respect, to wheat,» but..on other 
Deimary products, thessituatton sti.) .ex1 5.06. 

MR eo PARD. QO. ) Witd, you. please) continue 
ste Rafah a Fy) 

THE CHAIRMAN: .Q@. Lt does not apply. to wheat 
beyond the head of the lakes? 

A. Until the time comes to renegotiate principles, 
then we turn and look at the situation of commodities 
being shipped from the east to the west, and that will 
begin on page 5, the second paragraph. 

Similarly, when farm implements are shipped 
from factories in the Toronto-Hamilton-Brantford area 
to Manitoba, they move on eastern freight rates until 
they reach. Fort William and.the.level. of. these. rates,1s 


of direct interest to the Manitoba farmer who pays the 
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f.o.b. price plus freight on the shipment. Here again, 
the freight charges are of no direct concern to the 
eastern implement manufacturer, and will interest him 
only in so far as they affect his competitive position 
im*che prairie market area’. “The freight rates on lumber 
iniBritish Columbia are of similar interest to Manitobans 
who “oOuy slumber from milis ‘on the’ Pacific coast. 
THE CHAIRMAN: Q. Buy lumber under the one 

conditions? 

A Se eamer by ‘or the vars Or pricey. op. mal r; 
pius freight being paid by the consignee. 

WhusS),) Viet relent Petes vaere hier in any pant. of 

Canada, the prairies feel the burden, whereas certain 
Giners areas Wi cil arevedther more rselYy-convained’ or which 
are faced with a different marketing mechanism, are more 
affected -~ and I am charging the wording of the brief 
so that it reads more affected instead of ‘are only 
affected" -- by freight rates in their own region. It 
if because Of tThisi fact that ‘Manitoba’ is interested 
primarily in the general level of freight rates throughout 
iea countrys beUU. Watlee if is the general level of freight 
rates with which the Manitoba Government is primarily 
concerned, it is not to be supposed that this government 
believes that this Province's interests will be safeguarded 
by giving its attention exclusively to the general level 
of freight rates and mglecting the component parts of the 
freight rate structure. While we have no direct interest 
in the level of freight rates which apply on movements 
of goods entirely within other regions, yet these levels 
may have an indirect but very important bearing upon the 
welfare of Manitoba. 


For example, the ffreight rate on steel being 


moved from an eastern mill to an eastern farm implement 
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factory, while it is of no direct concern to thei ‘people 
of Manitoba, may affect them in either or both of two 
ways. Firstly, the freight rate on steel bought by the 
‘implement manufacturer, since it is an element in his 
costs will be refeected in the f.o.b. price of the 
implement which is charged to the Manitoba farmer. 
Secondly, if the freight rate on this steel is a rate 
which is held down by the competition of lake boats to 
a level at which the railways are not covering the total 
cost of shipment, the railways may attempt to make up 
the deficiency in their revenue by charging higher rates 
in less competitive areas such as the prairies. Baki 
there are a great number of these unremunerative com- 
petitive rates on commodity movements wholly within the 
east, then the necessity of making up revenue in the 
prairies through charging higher freight rates on goods 
moving entirely within the prairie region, Will piece 
considerable burden on the prairie economy. 

Later on, we have devoted one chapter and 
part of another chapter to an elaboration of the concept 
that is developed there. 

While it may be argued that some of these 
low rates may result in a benefit to Manitoba, which 
benefit offsets to some extent, the burden descr: bed 
above, the Manitoba Government believes that such 
benefits to Manitoba do not nearly equal the burdens 
upon Manitoba emerging from these low rates. The 
greater part of the benefit is enjoyed by people in other 
areas, while the revenue losses are compensated by high 
rates in the west. Hence, the Manitoba Government finds 
that while. its primary interest 1s in the general level 
of freight rates, it also has a very strong secondary 
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regions particularly in the securing of a uniform class 
rave Structure, and the @€liminating of all uneconomically 
Jow Competitive rates. It is the national freight rate 
Structure, operating within e framework of national 
policy, and not merely the rate structure in this 
province alone, in which the Manitoba Government is 
vitally interested. 

THE CHAIRMAN: Q. Do you intend to tell us 
what you mean by "“uneconomically low competitive rates"? 
A. There is quite an extensive section on the 

CYEUGria tO be epplied Ain that cage. 

MK’. SHEPARD: Mr. Chairmen, . understood it 
was your intention to adjourn today at 4.30. 

THE CHAIRMAN: It is. Very well, then, we 


will adjourn now until yMonday morning, at 10.307a.m., 


---The Commission adjourned at 4.30 p.m. to meet again 
on Monday, November 14, 1949, at 10.30 a.m. 
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ROYAL COMMISSION ON TRANSPORTATION 


Ottawa, Ontario, 


Monday, November 14, 1949. 
MORNING SESSION 


THE CHAIRMAN: Well gentlemen, this morning 
as I announced before we adjourned on Friday, we intend 
to hear whatever reasons may be advanced from cither 
point of view on the question of whether or not we should 
g0 into evidence in regard to the Crows Nest freight 
rates and the statute which governs them, to decide 
whether or not those rates are compensatory. I do not 
think there is any question about our power to do such 
a thing if we consider 16 advisable to do ant We under- 
Stand, though, the extent of the task which in that 
case we might be asked to perform, and before going into 
it we would like to know more about it. 
Now, as I said the other day, the Canadian Pacific 
Railway sets out after a number of pages giving the 
full reasons, the summary of those reasons why it thinks 
that the statutory embodiment of those rates should ve 
repealed, on page 188 of the first volume of its brief. 
Those reasons are four, The brief says: 
"li In "fairness and equity,these rates should 
be regulated in the same way and by the same tribunal 
as rates on other traffic. | 
2. The level of grain rates in western Canada 
is less than half that for comparable movements OL 
grain in the Western United States." 
No. 3 is the most important one for present purposes. 
"3. Under present conditions the 'Crows Nest! 


level of grain rates is not compensatory. 
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4. If as a matter of national policy the grain growing 
industry 
ry western Canada should at any time require to be 
Subsidized, the subsidy should be paid directly to the 
industry by the government of Canada out of general 
tax monies." 

So much for the Canadian Pacific Railway. These 
rates are binding also on the Canadian National Railways, 
and I find that in their brief the Canadian National Railways 
Simply state that they are not in favour generally of 
statutory rates being imposed, and that on the whole they 
consider it would not be unreasonable to ask that all rates-- 
including of course the Crows Nest Pass rates -- be 
handed over to the Board of Transport Commissioners for 
disposal. 

This question then of whether or not these rates 
are compensatory, advanced by the Canadian Pacific Railway, 
caused some, may I say, perturbation. As a result of 
i[ieurhry COvVerL,  CcOounse. Lor ,;tne COMmmission, ‘Wrote, LT rindy 
to Mr. Frawley, Mr.MacPherson, Mr. Shepard, and also had 
some correspondence with Mr. Evans, the gist of the whole 
of which was this, that it was not the present intention 
of the Royal Commission on Transportation to inquire into 
the compensatory nature of the grain rates, or as a matter 
Of fact or any rates. 

On Friday we announced that the time had now come 
to decide where the position which the Commission took up 
temporarily on October 28 was to be continued, or whether 
on the other hand we are now to go into evidence to show 
whether or not these particular Crows Nest Pass rates 
are compensatory, and in that case to what extent we 
should go, what would the study entail, how far it would 
bring us back and into what kinds of considerations. That 


I think is the question before us this morning. Mr .Covert. 
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- 8382 - Mr. Covert 


MR. COVERT: Mr. Chairman, anda Commissioners, 
I have worked out what I thought would be a proper order 
for the submissions of the variious parties. I have 
consulted with them and this is the Suggestion, that 
Mr. Carson should lead off the discussion followed by 
Mr. O'Donnell, then Mr. R. H. Ma Dliken, 1.0’, representing 
the Saskatchewan Wheat Pool, Mr. M. M. PODVET Oe; 
representing the Alberta Wheat Pool, Mr. G.F. Henderson, 
representing the United Grain Growers, Mr. M. A. MacPherson, 
K.C., representing the Province of Saskatchewan, Mr.Frawley, 
representing Alberta and Mr. McLean, K.C., representing 
Manitoba, and the reply of the C.P.R. 

MR. EVANS: In the reply I think anyone who 
Supports the position of the C.P.R. should also Peciw, 

THE CHAIRMAN: That is the question, who shall 
reply for the CoP ek. 

MR. COVERT: Mr. Chairman, I just suggested a 
reply by the C.P.R. as I discussed the matter with them, 
with Mr. Evans, who has perhaps properly pointed out 
that there may be some others who would want to make a 
reply that should be heard in reply. 

THE CHAIRMAN: Yes. 

MR. COVERT: Because they may have the same views. 

THE CHATRMAN: Well, we are not deciding now 
about that. 

MR. MacPHERSON: I think in that event I should 
have the right to be heard in connection with the 
Srigine)] submission in support of the Ci..PiR., that 1s to say 
a i Mr. Evans or Mr. Carson speak on behalf of the C.F.R., 
and Mr. O'Donnell speaks, then if there is anyone else 
that supports the position of the C.P.R. they should be 
heard then if they are to have any right of reply; because 


we in turm would want to know what they say so that we 
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will be in a position to reply to ‘them. 

THE CHAIRMAN: Have you ascertained that there 
are any? 

MR. COVERT: No, I have not. What I thought 1 
had arranged, Mr. Chairman, so that there would be no 
loss of time» I thought I had arranged an opportunity 
for everybody that was interested to be heard, ana since 
we had asked someone to lead off, I thought they should 
have a reply. My only purpose was to point out an 
orderly method of having discussion so that there would 
not be long argument as to who was to lead off, who was 
LOmvenly and so.o0n,) and thought I had arranged an 
Opportunity for everybody to be heard. 

THE CHAIRMAN: I think, without losing any more 
time now, we had better begin by hearing those whom we 
have before us and who assert that these rates are not 
compensatory and that we should not IMmeguire into ‘Ghem. 

MR. CARSON: Mr. Chairman, I think there is no 
doubt what the subject for argument is this morning, 
in the light of what you have sus, Savas Iti 1s ne 
direct argument to the question of whether or not your 
Commission should go into the matter of the compensatory 
nature or otherwise of the Crows Nest Brain rates and 
the extent to which the Commission should embark on such 
an inquiry. 

My submission would be that the Commission should 
inquire into the compensatory nature of those rates and 
Should hear evidence in support of the statements made 
by the Canadian Pacific in its submission on that subject 
in the brief. I do not think there can pe any question 
at this stage that the question as to whether the 
Crows Nest grain rates should remain under the Statutory 


ceiling or not is an issue before your Commission; because 
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- 8384 - Mr. Carson 


looking back historically we know that when the provinces 
were urging the Governor in Council to appoint this 
Commission they expressly asked in their memorandum 
Suggesting the terms of reference (and I am reading from 
paragraph 2) that, 

"Notwithstanding anything contained in clause 1 


4. 


hereof the Commissioner should not be empowered to 
make any inquiry or recommendation which will 
derogate from the prescriptions contained in the 
proviso to subsection 5 of section Se 5or the 
Railway Act and in the Maritime Freight Rates Act.’ 

Now, when the Order in Council was passed, no 
Such limitation was put upon the power of this Commission, 
2nd (hy mossubnie, that sais abundantly clear that we have 
a very pointed issue before this Commission as to whether 
that statute should be amended or should not be amended 
as the Canadian Pacific suggests. 

Then, Mr. Chairman, that being the issue before 
this Commission, my submission would be that any 
evidence relevant to that issue should be received by 
the Commission, because I do Submit that it is a 
cardinal principle of the administration of justice that 
any evidence relevant to an issue igs always received. 

Now then, in our brief we have asked that the 
Commission recommend that section 325, subsection 5, of 
the Act be amended by Striking out the proviso at the 
end dealing with the Crows Nest Pass rates (that appears 
on page 15e of our brief); and along with that, that 
Subsection 6 should be repealed. 

Now then, in my submission any reason that is 
put forward in support of that recommendation is 2 
relevant reason and any evidence that is relates to that 


reason is equally relevant evidence. One of the reasons, 
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as your lordship pointed out at the opening this 

morning, is the one that is numbered 3 in our summary 

at page 188; and that is that under present conditions 
the Crows! Nest level of grain rates is not compensatory. 

In that conn3ction, commencing with pace. i70, 
we put before the Commission submissions,and evidence 
in support of those submissions, with respect to the cost 
of handling grain and grain products in western Canada 
in the year 1948. That continues really over to the 
point where our summary is developed, and my submission 
is that any evidence that supports what is contained in 
that section of the submission is relevant and should 
be received. By the same token we would not suggest, 
of course, that cross-examination of that evidence should 
be in any way limited, or that any evidence that the 
provinces or any other interests desire to adduce to 
meet that issue should not be received. We make no such 
suggestion. 

But when the Commission faces its task of 
considering what recommendations it should make pursuant 
to this Order in Council, my BUTT Scares ene eet 
Commission would feel it only appropriate that any 
reasons that should motivate Parliament in adopting any 
Such recommendations that we may make, should be embodied 
in the report of the Commission. 7 

In my submission it is a very pertinent and very 
cogent reason for making the recommendation that we urge 
that these rates are not compensatory, and we ask the 
Commission to inquire into that subject and to make the 
appropriate finding in the light of the evidence that 
proceeds. 

It would be a very different thing if we were 


asking this Commission to hear evidence in order to 
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determine what the Crows Nest rates should be. We are 
not asking that, we are not asking the Commission to 
embark upon that sort of inquiry so that they can say 
that the rates they could recommend should be X, Y or Z 
cents. We are asking the Commission to inquire into the 
question of the compensatory nature and, having made a 
finding on that, we are asking the Commission to embody 
in their report the non-compensatory nature of the rates, 
if they should so find, as a reason why the statutory 
ceiling should be removed. Then we are urging that once 
that statutory ceiling is removed it should be left to 
the Board of Transport Commissioners; that that was 

Une mechlatory, Doody cof, wates <nthis, country, that. that 
Board should determine, being free then by statute so 


to determine, what those rates should be. 


(Page 8390 follows) 
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Now, Mr. Chairman, I am bound to say that I 
cannot for the life of me see that this question can 
lend itself to any very extended discussion, because I 
have directed my submission to the two broad questions: 
First, is the matter in issue? Secondly, if it is.in 
issue -- and I submit it is -- is the evidence that we 
Suggest relevant to that issue? It must be abundantly 
clear that it is in issue. I cannot see how it could be 
Suggested that such evidence is irrelevant to that 
issue, and, that being so, I urge the Commission to 
inquire into the compensatory nature of the rates, to 
hear the evidence temered by the Canadian Pacific as 
to the compensatory nature of the rates, and to hear 
evidence that is pertinent to that subject. 

MR EVANS: Do nave not. very much. to!.add,. my, lord, 
You did say in your opening remarks that there were three 
matters that you had in your mind; one of those was as to 
what it would entail. Now, the Commission will observe 
that we have put in issue merely an assertion that in 
1948 the grain rates are not compensatory. Your lordship 
in your opening remarks suggested it might be a matter of 
concern to know how far back we were going to take the 
Commission, and it does seem to me that the only relevant 
question is as to whether the rates are now compensatory. 
It could avail nothing, I think, to examine into the past 
and to say whether or not in 1898 or in 1904 or in 1910 
the Crows Nest Pass rates were compensatory, but it does 
seem to me that the answer to your lordship's question 
as to what it would entail and how far back the matter 
would go -- we have put in issue 1948 -- it does not seem 
to me either relevant or necessary that we should go back 
into the past, because the question arises now under pre- 


sent conditions. 
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There is one other thing I think I should say to 
the Commission, and that is, in the letter written by Mr. 
Covert, to which your lordship made reference, it was 
said, among other things, that it was the present inten- 
tion of the Commission not to inquire into the compensatory 
nature of other rates. I took from that a suggestion that 
the question as to whether the Commission should concern 
itself with the compensatory nature of the grain rates 
might be related in some way to the answer to the question 
as to whether other rates were compensatory; and I pause 
merely to observe that with regard to all other rates the 
position is+ quite different.) With regard: tol any rate 
other than the statutory rate, anyone who challenges the 
compensatory nature of those rates has a forum before 
which to bring his challenge. In our case this is the 
only thought we have had, and we have no other; and we 
do feel that it is clear that, since it is relevant and 
since this is the only forum, we ought to be able to 
bring that evidence nere. 

THE CHAIRMAN: Who is next, Mr. Covert? 

MA COVERT SiMr. NOt Denne dt. 

MR O'DONNELL: May it please the Commission: 

At this point I have very little to say. The Canadian 
National Railways has made no express submission in connec- 
tion with the matter, but it does say that, in virtue of 
the very general powers given to the Commission in the 
second paragraph of Order in Council ERAT G aly 2 O18 Na tails Gh aki & = 
authorized to take into consideration the matter of the 
public interest concerning the inquiry to be made into 

the matters involved in order that all questions of 
economic policy within the jurisdiction of Parliament 
arising out of the operation and maintenance of national 


transportation, may be examined and reported upon. 


vattinggs nase tawcrsa gst. ord Fat: ae et: re . 


; 


at 
sow ti | conere ist: abem-gh sebrokl” wwe Rettniody wf 


oO 


-nodit: thoestasatitc cane dt edt: aga My tease: sean: of 


oyeethenegmos ody ofl barlnpag’ OF tocure oles tinman: ote Ton ack a 
7% ia 


| £hadtl noliftataye so Peas moet sleet: 1 .esvet: ToTo . TS; stu 


a visonods: biota meta ~ bye x) “Orit : TOS: Ke: og. aA: ¢ aE FBSA: sft 
ort 


i 


ae . wen «ig & Mae nee a arene: : ee: ald Bae. f 7 & 
So7 87). MIE (a. eng 19 YES Bit YITOT si si RIO D5 ie: AALS T anats 


‘ cs ye 
: 7 
7 - <n ee i 2 
' abn ie eer pe. ao 4 oh! oe QLD oem eer. 2 es. Coy ‘pis hi ee eis {Ts PEs of. 4 fr 
MoLe Soe a: Sig hw tral SRR! Say tS A ENO Die AL NT Pe oe eS te rece tf 
/ . ; 
J or 


“ tod nee ne Se | , fi Pere SAO" #5 oe a de ob bee mh BPA 
Z ‘ a 9 a OX} TESTE: i . b Ei ¢ Sas = ne — Pexgy a <): rit Fe a he & us Ah > hiagimie > 
| : 7 
. : 2 a zi - g 4 - 
ieee + Y he, o Peele Herre ed rs ey iy P 
ort 4 ahr ime. THO. Pi MiG uaete: EeRey Jageare' oF” Tot pee: 


) ¢ 
rs 4 a's = t 1.7 ° is ans. 
¥ Pek oom . : be } \ RD Oe date? oy, t sows 9S hi: on 


. Side 2% aga” ce te “~ Aid 
: J BOS j es a epi v arto} Vite d hoe bias : rer ht 
j 
' PP a F503 1 Thee ae 4 a Shin 1d 
: SP PUG Ce ¢ : 3 \ BT 
i a ae 4 a's wh, 
: 
oe ee ve oy ht merontiyieey. ord: 
pe eee Pe + Ea a ai 3 Se the CR De Fl 
' ae ray o 2 Bek! pee ee —"s wy ne >: yy wate Tt re i) 
at is ' Ths ta) xs ere : a> hie oe : ~ 4 Vets ee Oe i ai S| 2, few 
ae ee a ee ee oe ae tatow atad $k 
a at LJ vf —1Ee & -% ; os: <k e W Dg We V -, VE a J s+ tf c ng! 
; ! 
: : - f a, , 7 - 
; = Bey pales > ent TOL Oe E4 te Sits “] CGE oe, Cir SuUSs foie SYS Wo ASn «dt TOL 5¥ i 
“ ; ‘ Baka & ba rh. 
2 ‘ , me © a et r ie 
: a? , é } é i. oh w nar A t : cs ek IW nots 
f t 
eve (3 to eh om T Ries agi 8, a ry nee "4 et tases TF oe aiatt hy exescatr eagl 
SEiT TS EVLS Ce sare yy OF OF ABVIS Sys WOO JBISMieg YUey ed 


et3 Qo tst¢ew ads wettareabfencs ofni ellad of bes itemius i} 


’ 


‘ak ebsm oG oF EtbepAT Sus galiwtacnos Tasietat ski dug 


260 snot) eegp cae sad tept0 af boviownt rod? om mel 


ditemetiasd te nottothatiat ory. abrisiw nronel prmone a 
 fangttes to somanstatsm Bae folsprego” ony wo tuo yak 


i ir 
q 


; an tA Wes veg bedtoqet OMS a 591 int . 
ny : if ; ave 
IF 44! 


-8392- Mr. O'Donnell 


Certainly it would appear that the entire picture could 
not possibly be seen from the point of view of freight 
rates were certain very important portions of it to: 
be overlooked. Not by way of any submission, bu’: ather 
by way of what would appear to be a logical deduction, 
if the Crows Nest Pass rates are not compensatory, then 
the deficits on them must in the present circumstances 
be made up by the remainder of the Sipping publi, 
What the Commission might think should be done in those 
circumstances I think it could arrive at only by having 
seen exactly what the position is. 

I have nothing further to add at this point} 
my Lord, 

THE CHAIRMAN: Do I understand you to say, /as 
counsel for the C.P.R. says, that this Commission ought 
to go into the question of whether or not these rates are 
compensatory? 

MR O'DONNELL: As I said, my lord, we have made 
no express submission on that, 

THE CHAIRMAN: You are not making any now? 

MR O'DONNELL: No, we are not making any sub- 
mission on that point, other than to indicate that a 
would appear that unless the entire picture be examined it 
would be difficult to carry out the full requirements of 
the Order in Council. 

THE CHAIRMAN: Anybody else? 

MR COVERT: Mr. Milliken, 

MR MILLIKEN: Mr. Chairman, for the first time 
the Saskatchewan Wheat Pool has been represented before 
your Commission, not because they were not vitally 
interested in the questions before it, but because they 
felt that the Province of Saskatchewan could quite ade- 


quately represent it . When the question of the Crows Nest 
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Pass rates came up, however, they felt that they had such 
a vital interest in that question that they immediately 
requested permission to appear before you, not at this 
time to argue the merits of the question, but to ascertajn, 
if you were going to hold any hearings, what would be the 
extent of those hearings and what would be the nature of 
the reply that we should make to them. 

The Saskatchewan Wheat Pool is an organization 
of 100,000 Saskatchewan farmers; it owns a Subsidiary 
elevator company which handles approximately one-half of 
all the grain of Saskatchewan (I had better keep out of 
Alberta), it owns a flax-crushing plant and owns a flour 
mill, so that both the organization and its 100,000 members 
are vitally interested in the question of the Crows Nest 
Pass rates. 

An organization with such a large membership 
naturally cannot have 100,000 people come together at an 
annual meeting, so they have a system of electing by 
districts from all over the province 160 delegates, who 
represent the shareholders for a year at a time -- that 
is, not merely for an annual meeting, but for a whole year 
-- and they are elected annually. The 165 delegates 
representing that organization met in Regina last week 
and passed a resolution with regard to this matter, which, 
with your permission, I should like to read: 

"Whereas the production and export of grain 

in Western Canada constitutes one of the chief 
assets of the Dominion, Whereas by its pro- 
visions the Crows Nest Pass Agreement between the 
C.P.R. and the Government of Canada which was ra- 
tified by statute established a maximum rail 
freight rate for the shipment of grain and 

flour from the three prairie provinces for 
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"Whereas to promote the development of Western 
Canada the Crows Nest Rates were established as 
a matter of national policy to meet special Zeon 
graphic and market condition which conditions 
are with us today unchanged; 

Whereas the grain economy of the West has been 
built upon the assumption that the rates es-~ 
tablished under the Crows Nest Pass Agreement 
would not be exceeded; 

Whereas the Railway Committee of the House of 
Commons imaninereen twenty two recognizing that 
the production and export of grain and flour 
constitutes a major national asset expressed 

the view that maximum transportetion rates on 
these commodities should be determined and know 
and recommended that rates in force under the 
Crows Nest Pass Agreement should not be exceeded 
and ; 

Whereas we are firmly of the Opinion that any 
increase in freight rates on grain and flour 
would have a disastrous effect on the Sask- 
atchewan economy and would endanger the economy 
of all Canada; 

Therefore we urgently recommend that the rates 
established under the Crows Nest Pass Agreement 
be not increased and that control of these 

rates remain vested in the Parliament of Canada." 


Geo. W. Robertson. 
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Mr. W. J. Parker, the President of the Manitoba 
Pool Elevators, a like co-operative organization in the 
Province of Manitoba, has instructed me to inform your 
Commission that their organization is in complete agree- 
ment with the sentiments expressed in that resolution, 
and, while Mr. Porter is here appearing on behalf of the 
Alberta Pool and will speak on behalf of the Alberta 
Pool, there is complete unanimity between Saskatchewan 
and Alberta and the Manitoba farmer organizations on this 
question. 

We are not questioning at all, sir, your right 
as a Commissioner to investigate the question of the Crows 
Nest Pass agreement; I think it is quite within the terms 
of the reference; but what we are most anxious to know is, 
if you are going to investigate it, to what. extent, and 
what is going to be the nature of that investigation, and 
we should like to be assured that we shall be given ample 
time to prepare a case in connection with it. 

In addition,on the question of the compensatory 
rates, my clients do not consider that that question 
enters into the matter at all. They think that was a 
matter that was settled by Parliament when Parliament 
entered into their agreement with the C.P.R. and when they 
revised it in 1925 by deleting from that agreement numerous 
other articles upon which there was also a set rate and 
by retaining it only on grain and flour; and in their 
opinion it is Parliament that should deal with that ques- 
tion. 

I was very much interested to hear, I think from 
Mr. Evans, the suggestion that there is no other forum 
than your Commission before which to appear. Surely the 
Parliament of Canada can be appealed to at any time to 


amend the statute. 
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As I said, sir, I am not here to argue the merits 
or the demerits of it; we are here to receive instructions. 

I think that is all I have to say. 

MR PORTER: Mr. Chairman, when your Commission 
sat in Calgary I appeared on behalf of the Alberta Wheat 
Pool to speak for its members, who number something just 
less than half of the grain-producing people of Alberta. 
These people pay freight, and it comes out of the price 
of their wheat, which is fixed in world markets and is 
therefore not capable of being passed on. At that time 
I took the position that the organization as such would 
perhaps make some submission here, our hope being that the 
Provincial Government's conduct of the affairs before 
this Commission would relieve us of that necessity. When 
the Canadian Pacific Railway Company's brief and its con- 
tents reached us through news despatches, we realized that 
for the first time the Crows Nest Pass structure wags being 
placed actively in issue before this Commission, and when 
we received a copy, of that. brief we found that in support 
of the position the company was taking it wanted to lead 
evidence that for one year at any rate the Crows Nest 
Pass..rates, were either not. profitable or less profitable 


than other rates. 
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Now, we decided at that stase that because of tre 
peculiesr interests of bur: people’ in the increase of these 
retes which would fall entirely on them, that we ought 
to apoeor before this Commission, and when I was 
Given the task of organizing the kind of work thet has 
to be done preparatory to such a mission, I referred to 
the Canadian Pacific xailway's brief and found that 
they sre really raising one question, namely, that these 
rates should not remain fixed by statute. 

Now thet question, one must concede, is clearly 
before this Commission on the broad general principle 
that no rates verhaps should be in e fixed ovosition, 
but ought always to be subject to control by some 
body which could take into considersetion changing conauitions. 
In support of that position, it is the Company's declared 
purpose to lead evidence to show that in 1943 the 
result or this grain traffic wes less profitable or non- 
compensatory, as they put it. Now, when I came to 
consider the relevancy of such evidence, I had to review 
the situation which created stetutory rates but what I 
thinkis being overlooked entirely is that this rate was 
the product of an agreement for which consideration passed 
to the Nallroad, snd in pursuance of which the economy 
of our country has developed and people have settled and 
people have taken a permanent position. 

Now, thet agreement, in our view, called for the 
Sranting of certain concessions in perpetuity; it did 
not call for the granting of those concessions so lone ss 
the Railroad could make money out of them, Now it is true 
and one is bound to say in ell fairness that the original 
agreement was altered in 1925 by legislation, and some of 
tne obligations undertaken by the Company were relecsed, 
and others were imposed, but tne effect of these obligations 
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that the C nedian Pacific nm Llway Company be released 

from dll the obligations which it undertook under | 

the Crows Nest Pass sesbeitdne ena/ekiich it hes hed and 
enjoyed for years o considerstion, 

Now; if we are to undertake such an are as 

that leading to that consequence at the expense of my 
clients, then we have to dohsdaer what the field of 
compensstion ought to be, whether the inability of the 
cerrier to fulfill: his obligations is to entitie him to 
relief st the expensé of the other party to tie contract, 
and this should surely be tested by the whole of the 
elements of compensation that have accrued to the cerrier 
out of the agreement - not just one year, not just two 
years, not just freight rates, not just revenue but ell those 
accrued colloteral advantages wnich have flowed to this 
Company over these years from that agreement; and on the 
other side, all of the benefits that we as settlers have 
had, all of the handicaps we have had from the ground of 
@ non-competitive situation, in a large part of Alberta, 

and of the consequences of the east-west trade that has 
developed and the like. 

Now, I am stating those in passing, and I want to 

come on to the thing that brought us here. Oyr letter 

to the Secretary of this Commission was a Simple application 
for direction. Now, we do not think that an inquiry into 
the compensatory nature of these rates is in any way relevant 
to the settlement of the question, or the settlement of the 
principle, whether any rate should be fixed by Parliament, 
because in our view when you have considered whether they 
are compensatory or not in the broad view, you have contrib- 
uted nothing to the solution of the principal question, 
ought we, as a matter of principle, to have any rate fixed 


by Parliament. It does not matter whether they are 
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compensatory or non-compensatory. It does not matter 
whether they, so highly profitable, should become 
temporarily 3 loss rate, The principle of whether there 
ought to be a statutory fixing of rates, does not determine, 
does not spring from their profitability; it Springs from 
national considerations necessary in the development of the 
economy of the country, and in this case it springs from 
considerations for which value has been paid. 

Now, our position is simply this; we are prepered 
to take our part in assisting the Commission in whatever 
field it chooses to cover. We are impressed by the fact 
that if there must be an inquiry into any of the compensat- 
ory characteristics of these rates, then we want to cover 
the whole ground, and to demonstrate that compensation has 
been received and is being received from sources from its 
current freight revenue. Now that is a major task, We 
are prepared to undertake it but we will have to have the 
time to do it. Our starting point, will, of course, be 
an examination of the material on which the Canadian 
Pacific Railway's conclusions sre based. It will involve 
a review of the history and the revenue position of 
collateral advantages that have flown from the Crows Nest 
Pass agreement. These we are prepared to undertake but 
we must ask the Commission for the time to do it, 

Now, as I say, our position is that such an inquiry 

cannot contribute anything to the solution of the principal 
question, namely, ought there to be Statutory rates. 
And on that account, in our submission, we think it un- 
necessary to undertake such 3 survey. However, if the 
Commission decides that that is a relevant matter, and 
relevant because the answer to it could be of use in 


answering the main question, then we ask simply for the 
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opportunity to prepare ourselves to meet the case which 
the Railway now proposes to present, and to present our 
case to you, our views to you, what may be said to be the 


compensation which has flown from this agreement. 


MR. MILLIKEN: Mr, Chairmen, I wonder if I might 
just say a word by way of clarification. I feel there is 
@ little confusion in the fact that I said that the 
Saskatchewan Wheat Pool had not appeared before your 
Commission. Mr. George Robertson, the Secretary of the 
Saskatchewan Wheat Pool did appear before your Commission 
a8 a witness for the Government of Saskatchewan, dealing 
with the question of live stock, That organization which 
he represented is the one which I am representing today. 

MR. G. F. HENDERSON: Mr. chairman, I appear on 
behalf of the United Grain Growers, one of the oldest 
PPHSHA to onebati es companies in Western Canada having 
some forty-two thousand farmer members and six hundred 
country elevators throughout the Prairie Provinces. 

We take no position as to whether or not this 
Commission should embark on the inquiry but we do request, 
that if you do embark on the inquiry, that we have an 
opportunity to present a reply to the submissions made by 
the Canadian Pacific Railway in its brief, and that we have 
adequate opportunity to present evidence and to prepare 
ourselves for that inquiry, so that we may be in an 
adequate position to respond to the submissions made before 
the Commission, 

MR. M. A. MacPHERSON, K.C.: Mr. Chairman, on behalf 
of the Government of the Province of Saskatchewan, I 
would say with Mr. Milliken and Mr, Porter, who have 
appeared on behalf of the Wheat Pools of Saskatchewan and 
Alberta, that while we have no fear of such an inquiry as 


is suggested, we feel yet that if there is to be an 
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inquiry, it must be an inquiry which is complete, I 

aeree wien them in” “* "stating Phat there “1's “Littre 
question as to the powers of the Commission under the 
terms of reference to inquire into and to investigate into 
all transportation problems, including the question of the 
Crows Nest. We agree that the scope of the inquiry is 

in the broadest character, but we say this with deference, 
that the Commission should be guided, as it will be, in the 
national interest, and should only pursue such an inquiry 
as this if any practical result is to be anticipated; that 
is to say, the Commission will. not inquire into the matter 
merely for the purpose of inquiry, but will inquire only 
if there are good and sufficient reasons advanced why en 
inquiry so laborious, so wearisome, and I Suggest so 
fatiguing, should be embarked upon. 

Now, the Province of Saskatchewan is more vitally 
interested in this matter of grain rates than any other 
province in Coenada. The Province of Saskatchewan produces 
more than half of the wheat and perhaps unfortunately the 
province is in the position where its economy rests so 
largely on a wheat economy, and in our province we regard 
the Crows Nest rates as the very cornerstone of the social 
and economic security. 

When, in 1919, the rates were suspended, there was. 
@ great measure of unrest and a great measure of agitation - 
and a great measure of turmoil in Western Canada and in my 
own province in particular. There were many unpleasant 
public meetings and unpleasant resolutions, directed at 
the Canadian union, and that uncertainty existed and that 
antagonism, if you will, existed until in 1925 the 
Railway Act was amended, and when the people of my province 
felt that finally the question was settled, settled for 


all time and security guaranteed - and the best indication 
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I can give the Commission 3s to the reaction in that 
cOnneevion, is that since: the passing of this amendment in 
1925 ill-will vanished and there has not been since that 
time a situation existing such as existed during that 
period from 1919 to 1925 when there was this uncertainty 
over the Crows Nest rates. 

It will be within the knowledge of the Chairman that 
from 1936 to 1938, he presided over a Commission that went 
into the matter of grain marketing in Canada, and I 
remember, as he will remember, sitting for weeks in Calgary 
and weeks in Regine and months in Winnipeg, and I refer to 
that only to say this, that while that was a period, of  placi 
despair in Western Canada, there was no organization of 
farmers, there was no individual farmer who came before 
the Commission who complained about rates being too 
high. I think what wes done was that it was pointed out 
the percentage which transportation bore to the fantastic 
price which was being paid for the product, but there was 


no complaint. 


(Page 8410 follows) 
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As I have said, and I repeat, even in those 
dark days of grain marketing in western Cinada, 
it was recognized that there was this economic corner- 
Stone and that this was their assurance of SeCUrivuy., 

As Mr. Porter has said, we have before us in 
this brief reference to the experience of one year, 
and according to Mr. Carson this morning they have 
argued and he has argued that on that basis this 
Commission should make a finding. Moy f pole rauo thav 
the 1897 agreement was not drawn with anything but the 
Long serm™ picture ahead-of’ it. Mey point ‘Out that 
the 1925 amendments were passed in Parliament with the 
long term picture ahead of it and the very existence 
of a western agricultural state in a country that, while 
it produces what we feel is the best wheat in the world, 
at the same time is geographically removed from the 
purchasers of that wheat and condemned (if you will) 
to movement only by rail for a large portion of the 
distance and in an area where we have Sought to maintain 
as high a standard of living for our people as is 
possible in competition with, for instance, Argentina 
where the same standard of living does not have to 
obtain. 

So far as the agreement of 1897 is concerned, 
Our i ViendsrPerer in their brief’ to the Pact.“that the 
rate is as low now as it was in 1897, lower than it was 
in 1897 for transporting wheat. I find that the 
Signatories to that agreement in 1897 built better 
than they knew. It has covered a period of more than 
fifty years, taking into consideration the ups and 
downs in agriculture in western Canada. They do refer 
in this brief to the fact that the price of wheat today 


is double what it was when the agreement was passed. 
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That is ee but no farmer in western Canada today 
feels that there is any permanency in that price; and 
with rehabilitation of European agriculture particularly 
and world agriculture generally, we are back to a 
situation where the price factor and the question of 
Surplus is one that will concern us and concern us 

very vitally indeed. 

We submit that; your Commission has been 
appointed for the purpose of investigating the problems 
of economic and geographical disabilities as they exist 
im this country. Canada is a great sprawling country. 
I do not know whether it was Sir John A. Macdonald or 
SP Wilerid. Laurier who seid it was a difficult: country 
tO govern, but whoever said it spoke the truth. 

So far as we are concerned in western Canada we 
regard with complete unanimity the question of srain 
rates as having been settled and completely settled in 
the amendments of 1925. We agree that your Commission 
has the right to inquire into economic and geographical 
Gisabilities, but we say to you with confidence that 
this is one.economic disability that has been dealt with 
and satisfactorily dealt with by Parliament, and that 
the history of the fifty years must be taken into con- 
Sideration in determining whether or not. that is so; 
that it would-be unjust and unfair and vnrealistic to 
proceed to deal with it on the basis of any one year. 
We say further in the matter of statutory ae that 
it. 18 a matter that must be left entirely in’ the. hands 
of Parliament. We say that it is reasonably impossible 
to ask any regulatory body to deal with economic and 
geographical disadvantages and disabilities; that it is 
a matter for Parliament under our democratic process, 


and our western farmer is prepared and content to leave 
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it there because that is the forum which should and 
must deal with it, it is submitted. 

Again I repeat, if our friends want to £0 PATO 
it at length we will go into it with them. We do not 
fear that eagle eye but we regard it of necessity as an 
“vestigation which would be most exhaustive if it is 
to be complete. My friends suggest that you can amend 
the statute, you should recommend amendments to a 
Statute so vital to us merely on the basis of information 
that is given here. I suggest to this Commission that 
Vier omunol realistic .apjabi. Toisay that. any one year's 
figures fail to establish the prima facie right to an 
amendment to the statute in a matter as important to so 
large a part of our community as western Canada and to 
the whole of Canada, when you remember the extent to 
which wheat and wheat products enter into the exports 
from this country. Our friends in Montreal and Toronto 
reasonably boast of the place that Canada occupies among 
exporting nations in the world, but deduct from those 
figures the products of western Canada in wheat and flour 
and you will see at once to what place Canada would sink 
as an exporting country among the nations of the world. 

Mr. Porter has referred to other considerations. 
My friend says that the 1948 figures only should be taken. 
This Commission is recommending not for today but for 
tomorrow and the day after tomorrow, and in considering 
what is right some consideration must be had to what 
took place yesterday. 

In the matter of the Crows Nest rates, in this 
bmief our friends suggest that the consideration: to 
them was $3.4 million in money and certain lands and 
that 50,000 acres of these coal-bearing lands had been 


transferred to the Dominion. They have reasonably 
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qualified it as "certain lands" because it was millions 
of “acres: of British Columbia lands, but that was not 
the only consideration they had. 

If the Commission will look at the map, for 
instance, attached to the submission of Canadian National 
Railways, you will see that today, as in 1897, our friends 
have a complete monopoly of rail transportation in southern 
Alberta, south of Calgary. That means something by way of 
compensation. 

There is something else. There was denied, 
incidentally, I suggest to this Commission, denied to 
the American roads the right to use the border into 
Alberta, the right to divert traffic north-south or 
east-west; and that map shows the same situation today 
as in 1897. Is that not a consideration to our friends 
and to the company? 

He ardireow, PeSuLlL OL nis oOperarvion, if you 
look at that Canadian National map again you will see 
they have control of the Kootenay area of British 
Columbia;you will see that they obtained the hauling 
of Nigh erece ore traffic in the Kootenay area, 
and they have a monopoly over it. What is more and what 
must not be forgotten because it is part of the whole 
Crows Nest operation, ultimately they became the major 
shareholder of the Consolidated Smelters which on en 


investment of $15 million last year returned them twenty 
Olaksre 


Those are considerations that I am putting .to 
the Commission to indicate the ramifications of a complet 
inguiry, if inquiry isto be niade: andvan “inquiry, if 
made, must be complete in ewery sense. Notwithstanding 
the general terms of P.C.6033, which is your authority, 

I am suggesting that it was not the intention of the 


Governor in Council that this Commission should go into 
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this matter in the detail that our friends suggest. 
There have been many commissions on grain and grain 
marketing since 1897 in this COUNTY, DUG NOt one of 
them has been charged on any occasion with the question 
of investigating the compensatory features or otherwise 
of Crows Nest rates. It has been regarded (and I say 
this as my final submission to the Board) it has been 
regarded through the years as continuing and absolutely 
settled national policy that western Canada should have 
guaranteed to her grain rates as provided in this 
agreement. JI cannot over-emphasize the importance of 
these grain rates to the whole economy of the Province 
of Saskatchewan, and I must state the shock it would be 
to our people if there were any threat to the permanency 
of those rates. 

I must submit finally that while we agree as to 
the power that this Commission has, we suggest to the 
Commission that no good, useful or practical purpose 
would be served by such an inquiry as is asked by our 
friends, and consequently that such an inquiry should 
not be proceeded with. 

COMMISSIONER ANGUS: Does your argument deal 
with the suggestion that it might be useful to have this 
evidence for the purpose of perhaps considering whether 
it were desirable that the government should pay a 
Subsidy if there were'a difference between the cost of 
carrying the grain and the money received for marketing 
al ey 

MR. MacPHERSON; Well, the position we take and 
I want to make clear, is this, that we regard the question 
of the grain rates as fixed and settled; and if there is 
this question arising as to deficiency, as Mr. Commissioner 


Angus has suggested, then to establish that there would 
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have to be 2 complete inquiry and that would be a matter 


which would not concern ~~ [ am Speaking particularly 

for the man who pays the freight and saying that so far 
as he is concerned it would be disastrous to h-s position 
to have any change made in those rates at all. I am not 
impressed with this question that wheat nace is rere 
abiy high. “Iam reminded’ of this Tact) ‘that An “o1o 
when the rates were suspended, wheat, I think, was $2.21 
@2 bushel, the obsinteycas it had ever been in western Canada; 
but the threat to security, the threat to the future was 
what concerned our western farmers. It was not that he 
could not have paid another cent or two out of that $2.21 
in 1919, but it was because of the fact that there was 
the threat to his entire economic status in the country. 
imevy as why TD take the positron that 2 do’on ‘behalr of 
the man who pays the freight, that these rates cannot 

be or should not be interfered with. 

COMMISSIONER ANGUS: I am sorry if my question 
Was nov. clear, but I was considering the’ possibility 
Suggested by one witness that rates might remain 
absolutely fixed as they are, but that the Board of 
Transport Commissioners might from time to time compute 
normal rates, and that the government might pay the dif- 
ference in the same way that payments are made under the 
Maritime Freight Rates Act. Now if that were the 
possibility, it might be important for the purpose of 
considering it, to have this <sort,ar evidence. 

MR. MacPHERSON: Well, Mr. Commissioner Angus, 
you will realize the limitation of counsel for a govern- 
ment under circumstances such as these. The direct 
question that you asked me is pervinent, put the direct 
question that you asked me involves a matter of policy 


On which naturally I would not be prepared at the 
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moment to give a statement to the Commission. I mean, 
SuUTLne Very nature or things “tnere is policy, and high 
policy, involved, and I am the counsel and will hove to 
refer the matter and be instructed upon it before I 

could answer directly a question as pertinent as that. 

COMMISSIONER ANGUS: Once again, Mr. MacPherson, 
I was not asking your opinion of the merits of that sug- 
gestion, but saying that if the Commission were con- 
Sidering that matter would it be relevant to have this 
evidence? 

MR. MacPHERSON: Well, I think probably that 
rotor wie Commission to decide. Tsay that, not 
faceurously, "nov lightiy; isay ib ‘bedsuse Tt an speaking 
for my own people who are concerned primarily with the 
maintenance of the rates. My fear in connection wit 
that is this, and I go this far on a limb if I may. 

My Pear in that connection is that subsidies have & 
chance or may’ not always be permanent, and I am so 
concerned that power over these rates be not delegated 
to any regulatory body but be left with the forum of 
Parliament. I would fear a situation where there might 
be such an increase as the Commissioner has indicated, 
and then, for instance, the subsidy removed and the 
grain grower end the industry bearing the responsibility 
OF The ancrease.. 1 am thinking primarily of the tie 
of our country, its ups and downs from 1897, its good 
times and its bad and what the industry can stand and 
its people survive: I can only add, as I have said 


before, that I think the signatories to the agreement 


of 1897 in arriving at these rates builded better then 
they knew. 
MR. PORTER: Mr. Chairman, if I may take some 


part in the financial question that Professor Angus has. 
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Stated, I would like to, because I do not suffer the 
disability of representing anyone at a political level, 
and the problem of political policy does not inter: 
with the position which my people take. It is very 
Simple. We bought and we paid for these concessions, 

and we expect these people to pay their bit. re they 

have not the money because of some circumstances which 

are not our concern, then we do not care whether they 

get it from the taxpayer or wealthy friends or by 

popular subscription, but we do not want to be the 
recipients of a subsidy because we are not prepared to 

go further into this question of subsidies which we 

think can very seriously disrupt our whole Canadian 
picture. We want to be in a business that we think, 
however discreetly, can stand on its own feet. I would 
Sayeas clearly as,I can, and. I welcome) the Opportunity 
that the Professor has given, that the grain growers 

that I represent do not want a subsidy, and pakovoulaniy 
they do not want a subsidy for the railroads in the name 
Of 2 subsidy for wheat. 

THE CHAIRMAN: Anybody else? 

MR. FRAWLEY: Mr. Chairman and members of the 
Commission, we have been asked to discuss with the 
Commission the extent of the inquiry which the Commission 
Should take in connection with Crows Nest rates. I assume 
that we would not be here discussing the matter with the 
Commission this morning except for the attack made by 
the Canadian Pacific Railway upon those rates in the 
brief which they have filed on 12th October. 

The basis. of the Canadian Pacific attack is that 
the rates under present conditions ere not compensatory. 
It deals with some other matters, but those are minor. 


The Canadisn Pacific contends that there was in 1948 what 
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they call a dollar deficiency from Crows Nest running 
between $13.7 million and $16.9 million. That is to be 
found at page 188 of Part I of their brief. 

I venture to say that if the Commission were 
to dispose of this entire matter by rejecting the con- 
tention that there was a dollar deficiency, but at the 
Same time recommending that the grain raves, be taken out 
of the statute and put under the jurisdiction and control 
of the Transport Board, the Canadian Pacific would be 
wholly satisfied -- satisfied to the point of exultation. 
In other words, the principal submission of the railway before 
the Commission is that the statute must be Peped Login whe 
contention that the rates are not compensatory is in 
every sense quite secondary and subsidiary: it is 
merely a stepping stone to the ultimate goal, the repeal 
of the statute. 

In my submission, Mr. Chairman, the Commission 
could never arrive at a proper conclusion concerning 
ths..edvisabilityof the, repeal of thisustatute if it con- 
fines its examination to the kind of evidence which tke 
Canadian Pacific, by its brief at pages 151-189, 
indicates that it intends to introduce if it is ellowed 
to do so. 

LI can only add to that that I am amazed that the 
Canadian Pacific should be so bold as to ask for this 
far-reaching recommendation following upon an analysis of 
one year, and so naive as to think that the perfunctory 
treatment which they have given the matter in the brief 
is an adequate treatment. 

In my submission, Mr. Chairman, before the Com- 
mission can properly reach any conclusion upon the 
application of the Canadian Pacific to repeal the statute, 


many, many more subjects will have to be examined than 


; -_ 7 7 vel oe ; es a ee aan 
Sa attote =o ‘eset caweronete yore bape. {fob 
gitod’ at dene’ sid Eko OER MIS “ngatte . a e 


oe ; 


ot 
- 7 Ye Py einet eas Te os oe : a $0. age. a < ¢ ors Ji 7 
| - *y pe 


etow no. sa hound: ata tt  berke ytes od: omen 
ae 


aMmo: HT" BT Oe at Y uA ad opidemients ier: ain 


eat A ee ae a. oe ee ee sch: ra 
a shee Je) dail rome tet Yabo re Liebe a: pate: ot oct: st 


7 + ae 


y eX Ae 
3 A * ae 7 oe SS ina in Ps ae Ce dace ute, tek: ms .- 
7 rh tO PEN ST Sek’ Garay HIStea: Ss sis. SRI GAD common st: < 
‘ x a os a K P f rv ~~, > - “ a “J 
. toon? Sem pepo the trol eas tole Teg eaiS 3 ZITAT &: pe 
- 


4) u : - 
; ‘ ‘ | i. 
id 2 oe a Pe ey aegis 3 eS rp < a re td 

ofhdivew! fact: ork TO MCL eeImGhke 450A ori as iy” .av TOW 2eog ef At 


; % I> r~. 
; oS fi at = f 
a ~ 1. wb - or ah i Fok ‘ “a 1 rice H : ag 
Al fea . a asa 1 Let a & if = hw ‘ x Pe) 6 7 on oe ae CM es a Ae 7 
f ] 
\ . 
5; 7 
ines ore aéaere ord todd hoitmedade. | 77 
“s “ Sh fe MTOM ie, MR eee: Gea she Sey ae s f ; “ 
a E oF by @ 70. is ESO Ys: otek. ES ew de eae oh eh Vv ashe we AAA ROS “ 7 5 . 
Ga * vs a & ; 
3 ad é c& 
- j 7 
; ee a ae ie ax * 4 Prep 2 om rome Ser eS : : 
. wes te Be ee. ee ae x See ra rest ft one Mae ‘4 ; | Te V 
" 7, . t 2 i & fe EDP.) ‘ a4 th 4 S Be bu eke Bee het 4 & we a * an Se ais ey Oe a A Ve. ~ ¥S,, , 
or & ;* . . : 
] 
» : ) Ps ee by 
o< ?. p Basis oh ines eh ee Ek 1 < Pov ts oe Ye ey Pd eo: L ah rer: 
> : } é ‘ (Oe & iti - 4 eae a SS ee - f i aes ALAS. Mier: Li ALY hes - Fe ” aa ~~ * a \ "9 4 ay ae - : 
; J i 
iy 7 . 7 


bs A i ‘ le! aL . 
a aed ne Ce eee ee me Ei ‘tos Seeger 0k 
epee cy SD ESE S r SL yet ae B42) £384 3. 28. 


AGF Sow T ae ewe: ‘ eee AB ine ‘ T # ; 
% J 
ae a]  & 
5 sh Tee et ee od fe mFS ez a reels Sis: 4 
a rz ~ on he ‘qe Pe os if i7} CA AED Ve ek  & shag 5 om OLD 
i 
= - 
‘ a> ’ 
.02 Of oF * 
i ~ 
fie’ ou % ey ae ee liege ahaenbbe geek: pee . vias os4 
on as Ca Ds Bi! ree i.” fF Sahay. i Seek yh. | wGae= cdi. Pee Crs er Amd p.- i 
/ 
p 
. = Cad 
- . Lae allies : ay ik : war eet Pe ak | che i ~ FHsSe 0 
- a , Oiaa< wes ~~¥ rs aay | . * + ] : iM 
3 rs. BSB. c? Fs Toe. aes OSes Seka. a) WEES, win SE i nen _ 


‘ ee - ‘a ‘ du tone 
€, ea) a cau Tne 4 we: etre sey Fycyeur Pe fi pt}. 22) pent freee aK? C » se, ae: Sy fasts 7h a is a 


eo Pig ihe. eee aie erik A eee ede Peo i oF. Bris { Me, 8 Oe. , 
creir. ‘orgitrad Sgt 2 vest pbk ees Uae Ec Fee OLS GE: Tz Phas © eee. 


Yoind sat a peti ead) areeka. eyiat pada. do be thomas. 


> Bee Waa 4222 58) neg Woe, 


i ® 
rtengerRons CSU PARS BB. ef 


‘’ awed siy storad pein CSti 5“. ghith aha wien em. tL: pee 


roa 


- 8419 - Mr. Frawley 


the considerations presented in the Canadian Pacific 
Orier. 

I want to deal first with the narrow question 
that the rates themselves are not compensatory, and then 
pass to some larger and far more important cons.derations. 
First, we would have to have an Opportunity, those of us 
who oppose the application of the railway for the repeal 
of the statute and who oppose the contention that the 
rates are not compensatory, we would have to have an 
opportunity first to examine critically what is called 
the "voluminous working papers", and I refer to page 189 
of the Canadian Pacific brief, as well as some other 
matters as our advisers might require. Certainly, we 
would have to have an opportunity to examine the 
profitability of these rates, not for the year 1948 alone, 
but for each of the years since the rates have been in 
effect, after having examined and had due regard for 
the many improvements in the technology of moving Prat 
through those areas. Further, we would have to have 
full opportunity to study and then present substantively 
to the Board what in our submission should be the correct 
method to adopt in costing the movement of grain, as 
Opposed to the methods proposed by the Canadian Pacific. 

Merely by way of illustration and to illustrate 
to the Commission in passing two errors which do appear 
an the Canadian Pacific's formula (if lomay cali it that} 
I would like to call attention to page 182 where the 
Canadian Pacific makes this statement dealing with the 
Question of the return on investments, and they say 
nF § i ap 

: "The judgment of the Board of Transport Com- 


missioners in the 21 per cent case allow an amount 
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for fixed charges, dividends and surplus 
equivalent to 5.2 per cent on the depreciated 
investment in Canadian Pacific railway property. 

The fact is that the Canadian Pacific has never 
proved to the Board of Transport Commissioners the 
amount of its investment in railway property, whether it 
be depreciated or not depreciated. In the so-called 
reviewing cases the railway sought rate increases on 
the basis of their requirements for operating expenses, 
fixed charges, dividends and surpluses, but the Canadian 
Pacific has yet to prove- (and the records of the Board 
are there),-the Canadian Pacific have yet to eee 
before the Board of Transport Commissioners what is its 
investment in transportation property. The reason I 
call that particular fault, to the attention of the Board 
is that it is an important figure, that 5.2 per cent, 
Deesuse Chey carry. thet. out into their further Parone 
tions. I point out to the Board at this time that there 
has never been established what is the rate of return, 
indeed what is the depreciated or non-depreciated 
investment in railway property. 

Now, che simportance of that 18 this, that.if 1% 
be important to know what the Canadian Pacific should 
earn in terms of the rate of return on its investments, 
then this Commission has ahead of it the task of 
embarking upon a subsidiary inquiry to determine what 
the Canadian Pacific has invested in railway property, 
and that inquiry alone would take many, many months. 

Now, so much, Mr. Chairman, for a very brief 
statement as to what more would be required upon the 
narrow question of the compensatory nature of the grain 
rates, but larger and far more important considerations 


would need to be examined. In my Submission the 
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Commission would also be required, to extend its 

inquiries and reach conclusions upon the effect to all 
parties of all the terms and all the conditions of the 
Crows Nest Pass agreement. It must be remembered thet 

the grain rates were an obligation assumed by the Canadian 
Pacific, but those obligations were parallelled by 
benefits. 

I want to run over, only very quickly, what the 
nature of those inquiries would mean. First, there 
would need to be an inquiry as to the amount received 
by the Canadian Pacific under Section 1 of the statute 
of 1897, and that particular inquiry need not be very 


extended because the Canadian Pacific Says it received 


t32t04, 720. | That is to. be. Pound on page 154. 
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Secondly, there would need to be an inquiry as 
to the location and extent in acres of the non-coal- 
bearing lands of the kind referred to in section 1, para- 
graph (h) of the 1897 agreement -- that is to say, lands 
acquired by the Canadian Pacific as a subsidy from the 
Province of British Columbia. Along with that there 
would need to be an inquiry as to the amount of timber 
and minerals in or upon the lands acquired under para- 
graph (h), and there would need to be further inquiry to 
ascertain the moneys or other considerations received 
by the Canadian Pacific from the disposition of such 
lands, such timber and such minerals, in accordance with 
the regulations of the Governor in Council, all as pro- 
vided for by paragraph (h) of section 1 of that agreement. 

Thirdly -- and this is of particular importance 
-~- there would need to be an inquiry also iasy torithe dicas. 
tion and extent in acres of the coal-bearing lands 
acquired by the Canadian Pacific as a Subsidy from 
British Columbia; and it is to be noted from the provi- 
Sions of paragraph (i) -- and it was under the provisions 
of paragraph (i) that reference is made to the aoare 
bearing lands which they received from British Columbia 
aS a subsidy -- under that paragraph the coal-bearing 
lands were conveyed back to the extent of 50,000 acres. 
Freee ould not say "back"; they were received from 
British Columbia, and 50,000 acres were conveyed to the 
Government of Canada. They were to be 50,000 acres of 
equal value with such sped beep ine lands left in the hands 
of the Canadian Pacific after such transfer to the Crown. 

I want to call to the Commission's attention 
that that paragraph relating to the coal-bearing lands 
contained no requirement that they should be sold to the 


public, and inquiry would need to be made as to what dis- 
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position was made of the coal-bearing lands which they 
received from the Province of British Columbia and what 
monetary benefits were derived from such disposition. 
The mere mention of that inquiry, my lord. opens up 
avenues of investigation which would be extremely triter— 
esting, and of course valuable to the Commission when 
determining this very important application from the 
Canadian Pacific that that statute be repealed. 

Then, fourthly, as to each of those classes of lands, 
both the non-coal-bearing lands and the coal-bearing 
lands, there would need to be inquiries as to the 
acquisition from British Columbia of lands both oun: 
bearing and non-coal-bearing, with timber and minerals 
which accompanied the noboine anne He lands, by other 
companies, by other companies with whom the Canadian 
Facit ic, hadyiim, the wordslof: the) statute) any arrangement 
for constructing any part of the Crows Nest line. Those 
inquiries would be with a view to determining the extent, 
if any, to which the Canadian Pacific secured any benefits 
from the acquisition of such lands or minerals by such 
other companies. 

Fifthly, there would need to be a study of the 
economic benefits which accrued to the Canadian Pacific as 
a direct result of the monopoly of rail communication from 
Lethbridge through the Crows Nest Pass to Nelson, which it 
had secured by virtue of the agreement. The entire mineral 
production of that area has been the exclusive property of 
the Canadian Pacific since 1897, both as to originating 
and terminating traffic. 

Sixthly, there would need to be an inquiry into 
the monetary value to the Canadian Pacific of the release 
granted in 1918 to the Canadian Pacific from its obligation 


to carry farm machinery, grain and fresh fruits, coal oil, 
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cordage and binder twine, iron including pipe, nails, wire, 
window glass, building and roofing paper, roofing felt, 
paints and oils, livestock, eee hae and household 
furniture, all of which commodities were agreed to be 
carried westbound at varying percentages of the then 
existing, rates charged by the Canadian Pacific, 

peventhly, there would need to be an inquiry 
into the extent of the dollar effect. upon the Canadian 
Pacific revenues caused by the provisions of the amendment 
of 1925, which extended the Crows Nest rates on eastbound 
grain to, all points on. western lines. 

in .addition to,a consideration of the compensatory 
nature of the grain rates themselves and a consideration of 
the benefits and obligations flowing from the agreement, 
attention must be drawn to the effect upon the Western 
Canadian economy of repealing the statute, which I am sure 
is. asmatter which would receive careful consideration from 
the Commission. The economic and political implications 
Of the present grain rates in Western, Canada ‘are of crucial 
importance to the whole of Canada. The rates which the 
western farmer is now paying upon his grain i and a good 
deal of it comes to Eastern Canada for someone -- are just 
ano tir in terms of tne apllicy of the farmer to ‘pay -them, 
Under no circumstances should the farmer of Western Canada 
be called upon to pay higher rates than those presently in 
effect. 

Now, my lord, the foregoing observations were made 
with the intention of conveying to the Commission the very 
considerable extent of investigation which is still re- 
quired if anything. 1s .to.be done except to reject the 
application of the Canadian Pacific and leave everything 
in. statu quo. If the Commission feels that any investiga- 


tion is warranted, then it must be an investigation for 


: ene Bi 
ney 


\ “4 he i) We 
ANE ( alae oe 


e ett: with sean 


+ eee : i raya 
ayant "snes ei ponte pains a — 


me ee 


Shed beste sew dat Fibs’ At 
a ef aoe 


‘neds bey 6) degasianoteg gained ie a oa 


' ; : ae x 


. i os na Oa See ce ee ie N ee i 
aN soktisat matbeien’ add oe badieds nit se 


Mage ok eo aw 


' ee ne Petes i 1s Oe a ae es a : 
iy Wilsons ne of oF boon bigev gins Eididoves ~ ; ph 


é z 
r F \ Oh tim . 84 iy 
mh ee PES gee Dna” UA Moab ee eS ey ars 
Mi, Ucrpakay Sit tog JoeXis taffob sn Ye $aadxS af 09 
Lay es 
: ‘Seombosins odd To anotatvetd (ard wi Boe Aéo* dune vor sitdet “4 7 
Lig! } i ; i 


Lene ea eee Samay Sy. Aa a ae % 
|| fatiodtass 9d: coder SRS) aword ods Gsbastxe obdw x Set 16 
x ; i : } a ada! A 
i t aA 


ee : . PBOeLL mrogoow 15 Stok og tis b4 feta 
: N ; “| i : y vi - 4 . >: 
; ar + : A 
ei 
a is ye) ih as 5, : 
afd to sates 
. * see a 
‘et iToned eng 


wo Pe a) ae a eat Va RARE NS WU Meese Sacre mes Ne 
A mstgsW odt. Hoge Tovttsa sit oF WEED Saf SG | Hotdaepse) 


¥ it SA M . + i » ~ 
a | | 3 
4 es ed ; " ‘ / y AN artes 

| rae va v. Sasa hcl sd sens yes hie i 

7 a y + mod i a oe ee - “ gto — 
; TNS MG 2 MOLEW ove eet nilgeust To Ymoroos. et bated 
; head Nepean, oe ; RS ibe near rare bb ? | 

- Fes ee * % , ~ - _ 
- : port oie i Ss 1) a LA P|: len dune eo ~~ eo be ew i | hi if a CHU iW Y =e) sa i's et: } 

, } : 
i \ Shh ee ar oie Marais RS Sake |e GS ES 1 : 4 . fide 

5, on : Boh eh, \ ir ae a eae - ne wy oD 4 Py eee gy - ab wh ‘a +. 

: anioLd Buk { 18) LBEOISES Od CMe! GOLMOLeOe ei. Hot Las imi 102 on Na 

' a i 
a’ ¥ 7 i i : f 
7 a S he . . : iN ee! ' Her ae . ie i" Ms - oP ey, Nite 
\ fptowrs To ere shensd oggteeW al sotvex mies fiivesag ond te, 
i { rm | li 
; LEM cok, Se Be oh Fon jee eat Oe a farce : j 4 

: ae oe ee eerie obs ee | ee i a aNd P ie) < 

0 Sits (7: tau STN BeAe ma 3 sSDaR8) TO B.onw one | ad 2 Sited vod if Nie 
. }) 


i ft; ae tg W . a - . 
eal ae Oy a EN aii: . eT be i > 3 i © | * 
7 zr be ofa vet ba Hit) G eh! & §§ Wear te . its Us ba pe | * EB mire 2} 5 i™ a Lo £ 
{ / 


ee ee sa NN are sh as ae [iA | et ol ue 
mst eld to vtithds end ta eihwod ab ki Dats ‘ 


4 ¥ ‘ oy note aes ~ es 
f # Taft Ve ty ? i ta rs + , P 
i) 
ae eens \ a 18 i i 5 os Mera ¥ iS oh 4 E « Va ; 
S En eS wt od a rae os ee hae a Pepe Geli vse ys - « ay é 
eheric® tool’ to asittist SH Diwoté Beornateayonto on aebr 
4 * 4 
Ei bias i ae of BEADS ors a Vee ie ee hts ’ 
rt Res = ta =n a AS Ng €25 . By a4 bE ae 
a = g Fai wade oe ee eee oe ne oe al ae Be iy ele a het aoa of we d 
fy es visi ae AS wr at i 4 ifean ; 5G? FF *t Ut ete a Yad GC magi sides Ss 5 | Ss 
: 1 : 
G 


my 


% | | ‘Ta Nie aE 


‘1 iy : 
: : Ri a : C ae Spb Eye Te Re: ae A Tah ene be aie ae go 
ere ste ta der® bb eee SS | eee A eee ee eee! Stier ae 
ebsm etew Bri SVUSEGO athoRssoT ot riaol yo .woul ij 


| $iav oft acthetiligo edd oF gatyavids to tot thotii ont iittw 


sen 


ot ihids 6b orth Hotjdatdnevat td jiiGie stadhotatod 


ait gookex ov dqpoxs sib ed ot ah gritrid tiie + berkup: ty 
re ru; 


gaiidegreve oveéi bris obtpsed, abbas aild to Hobiss tad 
; 1% 


cneptiacvizk ) units todd afoot. eo deb iiio® | 
ape iiditapatucvdit tis si te a aS sath 
Tigel dies 


bed - 7 7 ry i “d 
ray oy 7 


= B433 - Mr. Frawley 


which we as upholders of the present state of affairs 
must be given full opportunity to prepare. 

Nowy ye bord. vei ie only iain’ to. ask )\(should the 
Commission embark upon such an investigation? My only 
answer to that question is, no. It would be unduly long, 
it would in my submission unduly delay the many other 
important recommendations which I am sure this Commission 
will make, and it would be futile if the result of the 
investigation -- and it must be, in my submissison, of the 
particular and extended kind that I have indicated -- if 
the answer were that the grain rates were compensatory, 
then we would have been through the many months of in- 
vestigation to no purpose. And if it should be that there 
was a finding that the present rates were compensatory, 
would it then automatically follow that the statute should 
be repealed and the rates sent to the Board of Transport 
Commissioners? Imi nyrsubnission, ner? This. stasute 
cannot be repealed, because it far transcends the mere 
fixing of rates. It is the basis of the farm economy of 
western Canada. If the farmers of western Canada now 
enjoy favourable rates for the carriage of their export 
grain -- and it is only export grain which is involved -- 
the farmers of Alberta still pay or the receivers in 
British Columbia still pay twice as much for the domestic 
grain going down to British Columbia; but if the farmers 
of western Canada do enjoy favourable rates for the car- 
riage of their export grain, it was because the Canadian 
Pacific was willing to accord those rates so as to build 
up an economy in western Canada which would furnish traffic 
to the railway. It was the whole basis of the building 
up of the farm economy of western Canada, and upon the 
farm economy was built all the other strata of the economy 


which we have to-day. 
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Now, what has happened? After fifty years 
of that rate, which has become of the very warp and woof 
of the economy in western Canada, after fifty years of 
that, what has happened, that the Canadian Pacific should 
seek to destroy the house in one recommendation that 
the statute be repealed? What has happened? A suggestion 
that in one year the rates have not been as profitable as 
they might have been. 

if the Canadlen Pacific Railway. feels that that 
statute is a hardship upon them, let them go to Parliament 
and discuss it with Parliament, where other people could 
also partake in the discussion, and then in Parliament 
all of the considerations which entered into the original 
agreement; che settlement in loss; the profitapllity 
throughout the years, and all of the matters which I am 
now discussing, could be very well and very conveniently 
brought to the attention of Parliament; and I join with my 
terend ir. MIeivken wien netsays that it te‘fantastio for 
my friend Mr.° Evans to say’that this*is the’ only forum, 
and that he has waited since 1897 for this Commission to 
be set up so that he could have a place to protest against 
these grain rates. My friend said’ this was’ the only 
forums? as “flar~-as”’T am concerned’, the’ door. or’ Parliament 
has been open to my friend since sometime in the month 
Bro uly Sw eLoOLe 

Now, my lord, I may as well say at once that I 
have no instructions from the Government of the Province 
of Alberta to ‘ask for a subsidy to move the grain of 
western Canada, So that’ position is clear.’ If there’ is 
to be any consideration given to a set of circumstances 
which might emerge after the kind of investigation has 
been had that I suggest should be had, if there is any 


consideration to be given to the question of subsidy 
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at that time, then I may have some instructions to say 
something at that time. At the present time I have no 
instructions to ask for a subsidy, and I associate myself 
completely with what my friend Mr. Porter has said: we are 
not asking for a subsidy to move our grain in western 
Canada. 

The Canadian Pacific Railway has received 
enormous benefits from the operation of the Crows Nest 
Pass agreement, and those benefits must be weighed before 
one rushes to a hasty conclusion from the result of the 
hauling of that grain in the twelve Honea an ion make up 
the year 1948, 

This Commission was appointed on the 29th of 
December, 1948; it has been in continuous session since 
the end of May last. The Canadian Pacific Railway elected 
co) delay upvutiethewi2th onmoectoher inpbringine this, very 
important question to the attention of the Commission, 

I hasten to add that in the outline brief there was an 
implication that the grain was not being carried ata 
profit, that the grain was being carried at a loss; there 
was an implication in the outline brief, and that was 
received,of course, a good long time before the 12th of 
October, but it was on the 12th of October that my friends 
put forward this bold proposition that they were losing 
money in 1948 to the extent of thirteen million dollars. 
The Canadian Pacific would have themselves only 
to blame, my lord, if the Commission rejected out of hand 
the case that they endeavoured to make for a recommendation 
that the statute be repealed, a conclusion which in my 
respectful submission this Commission should reach. The 
Canadian Pacific would then be free to discuss the matter 
in Parliament, where, in my vilew,;they should be.left to go. 


THE CHAIRMAN: Anybody else? 


~~ 


hee 
b pare 


en 


wee 


- +A 
soa, evas. een 1 oat 
ot aved Loon + deoaery ols ta. ote pee 


toayt otetoosan I Bem a ° se ste eas ast 


vse og enckdaedane 


@4a ow ibis. sad seetel sat dootst ga Sede fd. abated awe 
a aveséeaw AL kes eo syott os wbtedua B aot saabtes 


Hs. 


7 . 3 a ; @ ' 
a - : 
| bovieacey acd vewllat oftiasd As hoatso sd on” 
’ - ' ay, ™ : 
bust 4% movh ad ftansd ayomrons | 


> 
%, 
| 
» 
%° 
4 
“} 
- 
i 
af 
” 
+ 
] 
) 
r4 
ay 
¥ 
> 
ve 


: $44 egocd oft To nobistedo « ; ! 

| | | 7 

my | Pn) +e ; : hy 
in etotad .podukow ed Saum efitensd oeod? bee Faomastgs est 

r | wee name ; ne 
) dt So diveds add moat? noteyienon ¢tesd '¢ oF wddasre sno” ¥ 


a” 
7 


” 7 
‘ 5 ; 4 ‘ q Q , 7 
1 : ee ‘ ; - ay ee Oo oi. alae i a , Pe x } f ‘ : 
av efom soldw edinem aviowdy ea¢ of aiexg fen? to siiiivet 
i 4» “ K . & ne } a 
; | | . wi 
: - BAL sesy odd 7 
i § ms > : . e 
+ ae = “ ea-pe ¥ : ; 7 
5) ns play g : si Pyck oy e1e es i 4f { Leet io} Naewls 
} ; ’ 
Uj ~ 
= ae, Be } ; = ; 
id fy | erownitnoe nt sped orl of cohOl*, asaaisas 
; ~ 
bhotsole yvrwhish olttond, tietbensd off -. test Yam To has eng 


] 

o, ia hohe eee oe ee eee naples 4 ant? ene Bee voy eae i t 

: moles eit. to BeOLIMerge Sis AS nots sero creas Toga 

. ; 

wed eatid¢ge eff ai gsdd BRA: os isfvad’: 5 i Ah 


& #2 botateo anbed for asw ofetg sd? tans wots pt fq © 


i. weds +20) pt ao tava oogi od BAW Bieta She ted3 ‘3 ror 

\ 

; wa gons..! e <d-onktivo.sn7 totiaxotlamt ac esw / 
| 


‘ . e - i ne 
& ve T f of ¥ 4 ~ op : Be ge 74 » Nesey es ‘ as ye Fe ey ey i f ei fe > ow a 
( A re is a. of me : LSé. & ef Lee ‘ hI Se og t . , Akt? > al) @ oe IVLaHSt 
a ‘ 


7 “ ate pie 4 co . oie on Lane 7 o. rs £2 7% “ss — ra? rf re en of Ax 0 
rhosky?. utr tadt nededet) bo AgSE ait no, esw 7h Jed tedeye 


beg TPP ae eS ee . 
‘eek molttteacdotq Slod eft Biewi0? Jug 
tnstxe odd oF SHEL cf Zontont 


2£2d avvisouwdtd, edad Bisow oft Lond astisneo oft! abi 


i 


orod 
“4 
td 


susovesbne ¥GAd Bed Sean alt= | 


wis ot Mtotdw nolewlones 2 ,felasget od adutede efi tsdit. ... 
7 | 
; >. 

wi? efloss bipoté, moLseiocod eit coteubelire Lgttosqeat 

_ 7 


“geddem orft-ustioahbh 6% sett od siodd bluow pttiox4 . waltbene 


vo 


D3 aa Mol oo bieots 


~ 8426 - Mr. McLean 


MR COVERT: Mr. McLean, 

MR McLEAN: Mr, Chairman, speaking for the 
Province of Manitoba, I realize that a good many of the 
arguments, perhaps most of the arguments, on this side of 
the house have been made, but I am instructed to emphasize 
on behalf of the Province of Manitoba certain points which 
we think are extremely important. 

First and foremost, it is Manitoba's submission 
that grain rates must remain under the control of Parlia- 
ment. In our view an academic principle of Statutory rates 
does not arise. It is the practical question or principle, 
Should the proviso in Sub-section 5 of section S25. (Of) tne 
Railway Act be repealed or amended? That 18 not an 
abstract principle, but a practical fact of Canadian public 
policy. We consider that grain rates are such a factor in 
the Canadian economy that they must remain under the 
direct ‘contron of Parliament. Parliament has a responsibil- 
ity for determining Canada's major economic policies, and 
it is our submission that Parliament must retain control 
over this fundamental matter -- fundamental to the whole 
economic life of western Canada, and indeed Canada as a 
whole, 

Further, we submit that grain rates -- and we 
think we can establish this -- have been extremely) pro fit- 
ablecin the past, and have returned Substantial profits to 
the C.P.R. over a very long period of time, The mere fact 
that the C.P.R. claims that grain rates were unprofitable in 
1948, we submit, is no justification for this Commission 
recommending any change in these rates. We believe further 
that we can establish that these grain rates over a long 
period of time have enabled the Oh yma B western Canada to 
earn substantially more profits than they have earned in 


rastern Canada. We further say that, even if grain rates 
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did not provide in 1948 a profit, even if they were non- 
compensatory in a wider sense, it is our submission that 
the interests of Canada as a whole are such that they 
should remain under present control. This stems from our 
submission that the economic wellbeing of Canada requires 
EnGereaces..tO be retained in, force, | We do nob think: that 
present price levels afford any argument for the amend- 
nent olsethesecurates , 

If an examination is to be undertaken by your 
Commission with respect to the profitability of the grain 
rates, an examination which is limited to one year, asin 
GNeAC stu te SEO CUAY pats Of moOsvaluc,jinsoup supmisston | 
whatsoever, in determining what should be done from the 
point of view of the or eaye national interest, 

Other counsel have dealt very fully with this 
point, and we concur in their submissions as to the 
extent of the inquiry which would be required. 

Lf thic.Conmission decides..to consider the 

C.P.R. evidence, to examine the brief and to hear wit- 
nesses, then it is imperative, as other counsel have said, 
and we say, that we must have sufficient time to meet the 
case; and, furthermore, sir, it would be necessary for us 
to have data for this purpose. We do not feel that we 
would..bé. in a.position yo: meet..thisiicase ,and we-are., so 
advised, before April lst. 

I think we in Manitoba should make our position 
quite clear. I refer to the transcript at pages 78 and 
79. We have maintained and still maintain that grain 
rates, even at today's costs, provide an adequate return 
to the railway. 

We are satisfied that, taking all matters into 
account, this Commission must come to the conclusion that 


the matter must remain with Parliament. It follows, aha 
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Mis Porter 
that conclusion is reached, that no purpose would be served 
in making the detailed investigation which we believe will 
be necessary for an adequate inquiry. 

I thinkophere wis nothing’ further I have; to add. 

MR COVERT: Does any other counsel wish to add 
anything before the reply starts? 

MR PORTER: ohMayibosay- that, while there has been 
an exhaustive list of the things that might have to be 
inguired into if the compensatory nature of these rates is 
to become in issue, I think I omitted to say that we would 
expect that the inquiry would also cover the ground of the 
efficiency of the operation of the road in the conduct of 
this business, inasmuch as in essence the application is 
one to be relieved of a job’ for which they have already been 
paid because they cannot do it now properly; so whether they 
are doing it well would be in issue, and would of course 
involve an inquiry into the efficiency of the operation. 

THE CHAIRMAN: Mr. Carson, have you anything to 
say? 

MR CARSON: Mr. Chairman, in my submission, very 
little if anything that has been said by my friends has 
been directed to the question that was to be debated this 
morning. A great many arguments have been presented that 
might be relevant to the final argument in this case -- 
that is, as to whether or not the recommendation should be 
made me but the question that we were asked to discuss 
this morning is whether the Commission should make an in- 
quiry into the compensatory nature of the grain rates , and 
that involves the question as to whether our evidence 
should be received. 

Looking at the summary of the submissions on 
this subject, at page 188 of the brief, the Commission will 


see that these arguments have been directly almost entirely 
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- 8439 E Mr. Carson 
to every other single head except head 3, that is: 
" nder present conditions, the '! Crow's Nest! 

level of grain rates is not compensatory." 

In head 1 we say: 

"In fairness and equity, these rates should be 
regulated in the same way and by the same tribunal 
as rates on other traffic." 

Now, there is a great deal to be said in support 
of that, Mr. Chairman, and we have not ventured to open up 
that question this morning, but our friends have. 

Then a great deal has been said about national 
poldey,“and- that) in my submission, is not a pertinent 
subject for discussion; this mormming* I) think it was 
Mr. Frawley who emphasized that we should go to Parliament 
and discuss with Parliament all of these considerations. 
Now, Mr. Chairman, could there be anything more futile 
than to attempt to have a discussion of the compensatory 
nature of grain rates in Parliament, or even before any 
committee that Parliament appointed? ‘Surely the Governor 
in Council, because of the very complexity of the problems 
that are facing the Government these days, appointed this 
Commission to inquire into these matters, and in my sub- 
mission this Commission is the forum and the only appro- 
priate forum,indeed the only available forum, where any 
such question as this can be inquired into. 

It has been emphasized by some of my fricnds 
that this is a matter of policy, national policy, and 
therefore this Commission should not inquire into it. 
Woll > the-wery terns tof tthevOrder am Council, in my sub- 
mission, invite the assistance of this Commission to the 
Government on such questions of policy. No one has taken 
the time to refer to that Order in Council in the dis- 


cussion we have had this morning, and I do want to refer 
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Drier iy 7o01t: 

"The Committee, having taken cognizance of the 
aforesaid representations, has come to the conclusion 
that it would be in the public interest that en 
inquiry be made into the matters involved in order 
that all questions of economic policy within the 
Jurisdiction of Parliament arising out of the opera- 
tion and maintenance of national transportation, may 
be examined and reported upon.” 

Now, could anything be broader than that? If we 
went up to Parliament to-day and asked them to hear us 
about the compensatory nature of the Brain raves, what 
would we be told? Would not we be told very plainly 
that that was a subject that had been referred to this 
Commission, and that Parliament was expecting. this Com- 
mission to give it its advice on that SuUbIeCct? 

Then let me read paragraph 2(a): 

"That, without restricting the generaltiy of 
the above terms of reference, the Commissioners 
Should in particular: 

"Review and report upon the effect, if any, 
of economic, geographic or other disadvantages 
under which certain sections of Canada find them- 
Selves in relation to the various transportation 
Services therein, and recommend what measures 
Should be initiated in order that the national 
transportation policy may best serve the general 
economic well-being of all Canada," -- 

all Canada, all the shippers of Canada. 

Mr. O'Donnell I thought drew attention to a very 
pertinent matter this morning when he pointed out to the 
Commission that if there is a deficit in respect of the 


grain traffic, it means that the other Shippers of Canada 
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are bearing a heavier burden than they should otherwise 
bear. The general economic well-being of all Caneda extends 
to those other shippers, and those other Shippers, in my 
Submission, have the right to expect, if I may Say so with 
respect, that this Commission consider whether they in 
effect are bearing a heavier burden than they should other- 
wise bear, 

Then my friends have suggested that an inquiry 
would have to be made into all the compensatory results of 
operations in every year since 1897. Well, of course, 
that is utterly absurd, in my submission, because this sub- 
mission of the Canadian Pacific is particularly made under 
paragraph 2(f) of the Order in Council, where the Commis- 
Sion is asked to "Report upon any feature of the Railway 
Act, (or railway legislation generally) that might ad- 
vantageously be revised or amended in view" -- of what? 

-- "in view of present-day conditions." 

In my submission, all that has been said this 
morning about the benefits or obligations, benefits re- 
ceived or obligations imposed upon, the Canadian Pacific 
by that agreement in 1897 is utterly irrelevant to the 
question of whether this Commission should hear this evi- 
dence and whether the Commission should inquire into the 
‘compensatory nature of the rates under present-day condi- 
tions. 

Now, a great deal has been said -- and probably 
Mr, Frawley deserves credit for making it look at its 
worst -- as to how much time this is going to take and 
all the subjects into which this Commission will have to 
inquire... My lord, that is nothing more than an in 
terrorem argument, in my submission, and I would not expect 
this Commission in the ieesee yield to any argument that 


sought to drive them away from a duty under the Order in 
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Council, because, while it would take some time, I am 
perfectly confident that it would not take anything like 
the time that is suggested in the arguments you have heard, 

Then Mr. Milliken in his very moderate presenta- 
tion referred to a resolution that was passed by the 168 
delegates that met in Regina last week, where they re- 
commended that these rates be not increased but remain in 
the control of the Parliament of Canada. Well, that is all 
right, but that is the very question, the very question 
that we are asking this Commission to decide, under para- 
Peat, 2(f) of the Order in Council. 

Then Mr. Porter spoke about the rate being the 
_ product of an agreement for which eonsideration passed to 
the railway, and then he went on to elaborate that at not 
Loovevesat. Leneth.. «At 7 Say B00U that, (isi ed fis) not 
relevant to the question that the Commission is hearing 
debated this morning, that is, as to what evidence should 
be received. Something like that might be said on the 
final argument. 

Then Mr. Porter further went on, that whether these 
rates should be amended is a matter of national polacy. 
Now, I cannot emphasize too Strongly that by the very terms 
of the Order in Council the Governor in Council has in- 
vited the recommendations of this C ommission on the very 
matter of national policy. The in terrorem argument had 
some very serious adjectives -- by Mr, MacPherson, labor- 
ious, fatiguing -- but perhaps there is no more vital issue 
before this Commission Merve than that of these grain 
rates, and my friends are putting up every kind of argument 
that could possibly be hauled out of the Locken, ain tmy 
Submission, to drive this Commission away from making an 
inquiry. 


Now, imagine what position might be taken ie, 
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without making this inquiry, the Commission should re- 
commend to the Governor in Council that the proviso be 
repealed. Then wuld not my friends howl to high heaven, 
if I may say so, that this Commission had made such a Be. 
commendation without inquiring into whether the grain rates 
were compensatory or not. Now, imagine that! 

Almost every note that I look at as I review 
them now relates to questions that might be argued, or some 
of them at any rate, on the final argument, but in my sub- 
mission the point that your lordship asked to have argument 
on this morning has not been met, and it is not met at all 
by these suggestions as to how long it may take, or by the 
long list of things that Mr. Frawley puts forward as to 
what the Commission should inquire into. In my submission, 
the Commission would never think of inquiring into what 
benefits the Canadian Pacific received in the early days 
Of “Unis ‘agreement. And’, having regard to the terms of the 
Order in Council, under present-day conditions, having re- 
gard to present-day conditions, what is the recommendation 
that should be made? And assuming that the Commission heard 
the evidence, as I urgently urge them to hear it, and made 
a finding on that evidence, and hearing any evidence that is 
relevant onthe Other side; "relevent to that question -- 
not all these things away back in the mothbalis -- if they 
heard the evidence and made the finding, then nobody is hurt, 
because we are not asking to have this Commission fix the 
vates; 10 is"referred (othe Board of Transport ‘Commissioners, 
and the Board of Transport Commissioners then decide,if the 
rates are not compensatory, as I hope this Commission would 
find, what is a fair rate for the grain traffic to bear. 
Again, I am not entering into-the argument or the issues 
that would be appropriate on the final argument; I am only 


directing what I say to the single question of whether 
this evidence should be received. (Page 8450 follows) 
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I urge the Board to permit this evidence to come 
before them, because the Canadian Pacific, as the brief 
indicates, have gone to the greatest trouble and expense 
in having this study prepared, and my friends have had 
plenty of warning that this was coming. Back in June 
last year, June 9th 1949, Mr. MacPherson wrote to Mr. 
Evens as follows: "Relevant to the question of Crows 
Nest rates" - and the Commission will remember that by. 
this time Mr. MacPherson had the detailed submissions 
which are quoted at page - 

MR. MacPHERSON: What detailed submissions? 

MR. CARSON: The detailed submissions by the 
Canadian Pacific. By that time the Commission was under 
way; it was travelling out west. The detailed submission 
wes Ttled.on,the l2th of May, Mp. Chalrman, and 1, just 
draw the Board's attention to what is said in two cases 
Lneresnthatwtswon page LoL of our -Part..1: 

"80.Canadian Pacific submits that it is desirable 

that freight rates in Canada without exception 

should in all respects be subject to the jurisdict- 
ion of the Board of Transport Commissioners. 

81.It is recognized that the national policy may 

require special assistance to the producers of grain 

in Western Cansda, but Canadian Pacific submits that 
any relief given in this respect should not be at 
the cost of other users of railway services or of 
the railway companies." 

Now, with that in front of him, Mr. MacPherson wrote 
on the 9th of June relevant to the question of the Crows 
Nest rates and the position which the Canadian Pacific 
Railway Gompany took in respect thereof. 

"Relative to the question of Crows Nest rates and 


the position which Canadian Pacific Railway Company 
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is taking in respect thereof, we would refer 

to the conversation in Winnipeg as between 

yourself, Mr. Frawley, Mr. Sheparq and the 

writer. You can quite realize that if this 

issue is raised, we, representing the Prairie 

Provinces will of necessity need Bye ee 

so that it may be adequately dealt with from 

our standpoint. We ere particularly concerned 

in knowing whether the position will be taken 

by you that the Rates as now fixed sre not 

compensatory. 

We trust you will advise us just as soon as 

you have come to 3 decision in this matter and 

we very much trust that you will arrive at a 

decision shortly." 

THE CHAIRMAN: What is the date of that? 

MR. CARSON: Jyne 9th, Mr. Chairman. Now at that 
time as you will remember, we were travelling in the west 
and Mr. Evans as soon as he got back to his office on 
July 5th wrote to Mr. MecPherson as follows: 

"Kindly refer to your letter of 9th June. 

AS you know, some of the briefs presented to 
the Commission in British Columbia dealt with the 
matter of Crows Nest Pass grain rates. Mr. 
Frawley and I discussed the matter and it seemed 
apparent to us that the Commission would be 
making some study of Crows Nest Pass grain rates, 
I also note that this is one of the items on the 
list of studies which accompanied Mr. Hunter's 
letter of June 10th, 1949, 

The Canadian Pacific will submit at the Ottawa 
hearings that grain rates should Not be fixed 


by statute but should be under the jurisdiction 
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of the Board of Transport Commissioners. The 

Company will also introduce some evidence re- 

garding the return to the Company from grain 

moving at the Crows Nest Pass basis. 
I am sending copiesof this letter to Messrs, 

Frawley and Sherard, " 

Now at that time, the study was well under way, 
Mr. ‘Evans did not know the result of it. He told them 
very plainly that they were instituting investigations 
regarding the Crows Nest Pass rates. With reference tO 
Mr. Hunter's letter on July 10th 1949, it was addressed 
to Mp. Evans and included the list which was headed 
"Outline of Projected Submissions on Transportation" and 
Item B (4) was the Crows Nest Pass roves, "so. thet the 
Study was already under way at that time and plenty of 
warning was given to my learned friends that evidence 
of that nature was to be presented. 

Then Mr. MacPherson, just to complete the corres- 
pondence wrote to Mr. Evans under date of August 31st 
1949; 

"Referring to our correspondence, you suggested 

that you had a conversation with Mr. Frawley 

relative to Crows Nest rates, and relative 

to who should ascertain or determine whether 

they were compensatory or not. It was suggested 

in your last letter to me thet Mr. Frawley 

had agreed that this should be a matter for 

The Turgeon Commission to undertake on its 

own, | 

As you know, I was not East with the Comm- 
ission and only recently had the opportunity 

of seeing Mr. Frawley, and understand from 


him that he certainly did not agree either 
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on his own behalf or on the behalf of any 

one else that the onus should be on the 

Commission to ascertain this, or that there 

Should be any inquiry in this connection. 

I am only writing you in order to clear 

the situation having regard to the reference 

you made to the conversation with Mr. Frawley." 

Now, all I am saying is that this correspondence 
Shows that as far back as, well certainly as far back 
aS May leth when the outlined submission was filed, it 
was made abundantly clear what the position of the 
Canadian Pacific was going to be with respect to statutory 
rates, and these Crows Nest rates came into the fore- 
front in correspondence to which I have referred. That 
is an answer to Mr. Frawley's suggestion that the Canadian 
Pacific elected to delay until November leth bringing into 
the forefront the matter of the Crows Nest rates, and 
indicating that evidence would be given as to the return 
received from those rates. 

MR, FRAWLEY: That is not just what I said, Mr. 
Carson. 

MR. CARSON: Well, the correspondence speaks for 
itself. 

MR. FRAWLEY: What I said is on the record, 

MR. CARSON: Yes. Now my lord, I think that having 
heard so little as we have heard from our friends as to 
the point that you directed our attention to this morning, 
there is really nothing more I can add to it, because so 
little has been said that really deals with that point, 

MR. EVANS: I .have a very short addition to make. 
On the question of form,Mr. Milliken suggested that there 
was a form available. Mr. Carson dealt with one aspect 


of that argument but I would like to point this out. 
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When we get down to the real issue here my Company has 
never at any time suggested that the advantage of the 
Western farmer or the need of the Western farmer should not 
be dealt with. Now in substance, there is an attempt to 
create the impression that the C-nadian Pacific is trying 
to take away that advantage. Now when it gets down to 
reality, the fear that my friends have expressed here today 
is the fear of the very form taking away any subsidy and 
that is the form they are asking us to present our case on 
grain rates in. Now to me, the position is inconsistent. 
They would not be here today arguing about this matter, 
solely because of what is in our brief. They are afraid of 
what Parliament may do to them when they come to Parliament 
and ask for a subsidy. 

Now then, the other question. What is in issue in 
this argument? It is a very simple issue; it is whether 
we be allowed to introduce evidence that under present 
conditions, that is to say in 1948, the grain rates werenot 
compensatory. Now how does that possibly involve my friends 
in any difficulty? If that is the issue, they can meet 
it. They do not need to be saying it was compensatory in 
1904, Now the issue is a narrow one. Now these suggestions 
end these inquiries that are going to have to be made, do 
not arise at all merely because the Commission can decide 
or not whether they are going to hear evidence that in 1948 
the rates were not compensatory. It seems to me that is 
what has been overlooked by our friends. 

Now then, I think it was Mr, Porter who dealt with the 
question as to whether this was relevant and he said that 
in his view it was not relevant. Now then, I think there 
is no doubt that it is relevant but then he goes on to say 
that even if it is relevant it could produce no useful 


result to have a determination that the 1948 conditions showed 
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that the rates were not compensatory. He is free to argue 
that; he will argue that but why should thet have anything 
to do with whether this Commission should receive the 
evidence or nov? 

THE CHAIRMAN: Any one else? 

MR. O'DONNELL: Might I say one more word, my lord. 
Since the inception of the Commission representations have 
bean made asking, among other things, for an eNflargment 
of the Board of Transport Commissioners'powers, an adjustment 
of the present rates, the removal of regional differences, 
and a number of matters of that kind which, in my view, 
are all tied in together and it would seem that the 
Commissioners could scarcely make representations about 
such matters, without knowing the benefits which are derived 
from the present setup of all the regions of the country, 
when they are attempting to weigh the disabilities under 
which any of these particular regions may be operating. 

Now at this point it would seem that there is not any 
necessity or any question necessarily of the establishment 
of rates on Western grain which would be in excess of the 
Crows Nest rates. The question at this point is merely to 
see what those rates sre producing at the present time by 
way of revenue, and in order to determine what the alleged 
economic, geographic and other disadvantages that are set out 
in Order-in-Council P.C.6033 may be. It would almost seem 
to be something that might be reviewed to see what exactly 
the benefits in any particular regions sere, and with respect 
to this particular matter what the benefits in Western 
Canada resulting from the grain rates may be. 

Now, when I suggested this morning earlier that the 
position was that if grain rates were lower than they should 
be, that other classes of traffic and other shippers might 


be required to make up the deficiency or that the taxpayers 
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pu larpepesarewrequired,so.toa.do,.L was not enunciating 
anything novel in so far as I am concerned. In the 
Sirois Report these matters were disucssed at some length 
and I would, with respect, refer the Commission to Volume eae 
that containing the recommendations, at pages 193 and 
199. At page 199, when the Commissioners there are con- 
cluding their views on the freight rate structure which 
they deal with in chapter 1, they make these remarks: 

"The present balance of regional railway rates 

is the outcome of adjustments over a long 

term of years made voluntarily by the railways 

or under the direction of the Railway Board, 

The possibilities of this procedure are not 

exhausted. The review at intervals of the 

freight. rate structure as it affects partic- 

ular regions or the whole Dominion, has had 

useful results in adjusting revealed inequal- 

LeLeSiaseLaranscwiteave practicable to do so, 

This Commission makes no specific recommendat- 

ion but it suggests, having regard to the 

length of time that has elapsed since the 

last general inquiry, the change in conditions 

due to the increased range and effectiveness 

of alternative means of transportation and the 

increasing signs of a revival of regional 

questioning as to the Justice of existing 

structure, that the present might be an opportune 

time to have a review of the railway freight 

rate structure on 3 Dominion-wide scope," 

Now, the justice of the existing structure is seems 
to me, could Scarcely be determined by looking at only one 
Part of the structure, and the Commissioners had previously, 


at page 193, said this regarding the Saskatchewan Submission: 
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"The Saskatchewan submission is the restatement 
of a long-standing complaint of the Prairies - 
that the rates on freight in identical class- 
ifications differ between the Western and 
Central regions to the advantage of the latter". 
Now, that is the same thing which is being presented 
here - the classifications are discussed, the level of 
rates are discussed as between east and west and so on - 
"Whether or not Shae Jes isa complaint 
depends chiefly upon the answer to a question 
to which we have already given some attention. 
If grain which constitutes a high percentage 
of the freight moved by railways in the western 
provinces is carried at unremunerative rates 
the case, as set out in the Saskatchewan brief, 
is obviously . affected by that fact. A comment 
upon variations in regional rates due to differ- 
ences in the character of the TreLeno handled. i 
Whilst it has not been possible to devise any 
Suitable criteria with which to test the re- 
lative regional incidence of railway rates, 
Pecause or Tack*or appropriate data, it may be 
Said that the rates on primary products have 
been consistently low and consequently such as 
to promote rather than discourage regional 
development. It may also be said that there 
has been throughout Cenada a tendency towards 
rate equalization in a downward direction under 
which many of the factors which were formerly 
considered as justifying difference in rates, 


are being disregarded. The possibility of 
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a complete equalization in a downward direction 
of the higher class retes necessitating a higher 
level for rates applicable to primary products 
Should not be overlooked. In this latter 
connection, it may be said with reasonable 
accuracy that the average revenue received per 
ton mile for the railway haulage of wheat is 
somewhat over 700 miles, the average revenue 
per ton mile is only about half that received 
for all railway traffic. The theory upon which 
railway freight rates is based demands that 
consideration be given to the relation between 
low and high grade traffic, otherwise there 
would be no way of compensating for the failure 
of the low grade traffic to meet its full share 
of the cost of the whole service rendered. In 
other words a region whose traffic consisted of 
@ large percentage of low grade traffic moving 
at very low rates, and small percentage of high 
grade traffic ought to expect to be charged sa 
relatively higher rate on the small percentage 
of high grade traffic than a region where the 
high and low grade traffic maintained an even 
balance, '! 

"This opinion gives support to the contention 
made to us, to which attention will later be 
drawn, thet for rates on low grade frieght, 
where these are not remunerative, the railways 
must either make up the losses by steeper 

rates on freight in the higher classifications, 
or look to the public treasury for compensation." 
Now, that is the end of the extract I had in mind. 


Your Commission, Mr. Chairman, and members of the Commission 
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have to look at the entire picture and while, as I have 
sald at the outset, we have made no submission with 
respect to this particular matter, it does occur to one 
that it might be profitable in weighing the geographic 
disadvantages of one area, to look at the advantages which 
the area has, and in those years where there are advantages 
they must be balanced off against the disadvantages in 
order to get a true picture. In those circumstances it 
occurred to me that I should merely draw to the attention 
of the Commission, the aspect of that problem which a 
envisaged by the: Sirois Commission, | 

THE CHAIRMAN: Mr. O'Donnell, you say this 
Commission should look at the entire picture. One of our 
difficulties is that you gentlemen do not agree among 
yourselves on what is the entire picture. 

MR. O'DONNELL: That is quite right, my lord, 

MR. MacPHERSON: I have just one word, My friend 
Mr. Carson referred to correspondence tht had passed between 
Mr. Evans and myself, I would be equally glad to have the 
Commission consider the correspondence, the three letters 
as filed, and in their entirety, but when he Suggests that 
they constituted a warning as to what is in this document, 
Part 1, then I leave it to the Commission to consider their 
verbiage, and they will agree it was a most gentle and dis- 
arming warning, 

MR. EVANS: Perhaps I might speak es to that because 
my friend wants to discuss this, soci Will) refer to a 
number of conversations throughout the Western trip when 
both my friends Mr. MacPherson and Mr. Frawley were pressing 
me on this subject as to whether we were going to put in 
evidence of this kind, and that letter and Mr. MecPherson's 
preceding letter and my reply were merely a culmination of 


several discussions we had on this metter, 
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MR. MacPHERSON: All I am asking the Commission to 
do is to consider the verbiage of the letter and all I 
can say is it is the most gentle and disarming warning, 

THE CHAIRMAN: Now is there any other contribution 
to be made to this subject this morning? (No answer). 

I suppose I need not say that myself and my colleagues 
on this Commission will have to give some time to consider- 
ing what we have heard and we will let you know just as 
soon as possible what we believe to be the proper way out 
of the difficulty. 

Is it worth while going on with anything for a few 
minutes? 

MR. COVERT: I would not think so, Mylo wo AL eas 
eight minutes to one, 

THE CHAIRMAN: Then we will adjourn until a quarter 


to three, 


The Commission adjourned at 12.52 p.m. 


LO. meet scain at 2,45 p.m. 


(Page 8461 follows) 
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AFTERNOON SESSION 
Monday, November 14,1949, 


R. E. MOFFAT, recalled: 
EXAMINATION RESUMED BY MR. SHEPARD: 


THE CHAIRMAN: I understand that you make the 
Submission of the Province of Manitoba,-we resume hearing 
the submission of the Province of Manitoba. 

MR. COVERT: . That is true. 

MR. SHEPARD: Mr. Chairman, when we adjourned on 
Friday afternoon we had reached the end of the section 
which ends on page 6 of Chapter I, page 47 of the printed 
Submission, and the heading of the section is, “Concern 
Regarding Level of Freight Rates throughout Canada." 

THE CHAIRMAN: Pardon me a moment, where did you 
say we were? | 

MR. SHEPARD: Page 47. 

THE CHAIRMAN: Can you tell me just what page 
that would be in this printed copy? 

Asli aThaG 18.10. Ttvis.47) of the printed..cosy. 

MR. SHEPARD: Yes, 47 of the printed one. 

THE CHAIRMAN: Yes, all right. 

MR «SHEPARD? <Q. Meu .MOffiat,.L would .,.dike.to 
refer you back to the first paragraph in that section which 
is on page 4 of Chapter 1 of the mimeographed submission 
and on page 45 of the printed submission. In that first 
paragraph you make reference to the fact that the people 
of Manitoba must pay the freight on the outward sh-pment 
of their products to market. I wonder if you would 
elaborate on that statement. 

THE CHAIRMAN: Is that under the heading "Concern 
regarding level of freight rates throughout Canada '? 

MR. SHEPARD: Yes, my lord. 

THE WITNESS: In the second sentence. 
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THE CHAIRMAN: The second sentence, yes. 


BLL PighG, £o: on. 


A. That point was -- 

qa. (1s, that the sentence beginning with ‘Briefly --"9 

A. That is correct. The reference is to the fact 
that the marketing mechanism is such that the people of 
Manitoba must pay the freight on the outward shipment of 
their products to market and on the inward shipment of 
those producers! and consumers! goods which come in in 
large quantities from British Columbia, eastern Canada, 
Europe or eastern United States. That point was dis- 
cussed at some length in Premier Campbell's address at 
the Winnipeg regional hearing. The only point thet we 
wish to make at this time is to emphasize that we con- 
Sider tnis to be one of the fundamental facts of the 
western economy. It is not particularly that we are 
complaining about that situation. We are simply recording 
our view that it is a fact that on most of the primary 
products the nature of the market mechanism is such that 
the price is the price delivered to market and the return « 
to the producer ds .that price less the transportation 
cost: 

MR. SHEPARD: That is without getting into any 
areument esto who acactually pays the freight. i take it 
your submissionnis that (the “incidence of+the freight cost 
1s Onothe primary producer? 

Ay oThat Leieorrect« 
THE CHAIRMAN: Q. Before you leave that, 
&€ little sfarther: along: you,said, 
hat may be that under the temporary situation during 
he existence, of, aiaontract price for wheat, the 


above analyses will not be precisely true, but in 
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longer run and under ordinary marketing 
conditions there is no question that the return 
to the western farmer for his wheat is the price 
at the world market less the cost of transporting 
his wheat to the world market." 
Then I asked you what about today, and you told me 
the general rule does not apply today. 

A. It does not apply in the case of sales under 
the existing contracts. If there were any change =n 
transportation charges between the farms and the head 
of the lakes -- I am sorry, no, the other way around, 
between the head of the lakes and overseas, any 
change of transportation charges there during the 
time when the contract with the United Kingdom is in 
existence must be absorbed by the United Kingdom 
according to the terms of the contract. 

It seems to us that when the time comes to 
negotiate a new contract or when there is a return 
to ordinary marketing conditions, the price which 
will come to the producers of western Canada will 
primarily be determined by the price that the United 
Kingdom would have to pay for comparable grain from 
other parts of the world, less transportation costs. 

Q. What is the contract price today, is it $2 
this year? 

Ba? Cnn yo is Soy T cola nop pe. sure .of 
that. 

Oiae ab Cae Tie 4S. , 

FPL Manel GOR et ct ty gv bg “Ea: esa 

Q. Now then, in so far as the farmer, the 
producer, is concerned in Manitoba, Saskatchewan 
and Alberta, how is he paid? Is it $2 per No. l 


northern or what is it? 
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A. It is $2 for No. 1 northern at the head 
of the lakes less transportation charges down to 
the head of the lakes. 
Q. That is the point. He does pay transporta- 


tion from his station to the head of the lakes. His 


difficulty then is returning; he pays for that. 

A. He has paid before he gets any return at all. 
That is deducted before he gets it. 

2. So that the producer in Flaxton gets more 
than the producer in, say, Moose Jaw? 

Ay That is correct’ 

Q. And they both get less than the producer 
near Winnipeg? 

A. vet 1s) correct . 

Yo O That is totiey,) they eet. the Fort Willia 
$2 less transportation costs from their station to 
Fort Willlam?’ > Ie ham irtente 

AOU ae is (eet: 

Q. On the basis of the $2 for No. 1 northern 
wheat, I suppose? 

As /Thatels corre ¢ti. 

2. They get less for lower grades. All right. 

MR. SHEPARD: Q. Returning now, Mr. Moffat, 

to the next section of Chapter I, which is headed, 
"Railways as instruments of national policy", it 
appears towards the bottom of page 6 of Chapter I of 
the mimeographed submission and on page 47 of the 
printed submission. I understand that it is your 
Invention to read “This section+: Will:you: proceed) to 


do so, please. 
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Railways as Instruments of National Policy 


It is an historic fact that railways have always 
been regarded by the Dominion Government as instruments 
of national policy. To view them in any other way would 
be folly, because of the size of those railway systems, 
the strong quasi-monopolistic position which they occupy 
in many parts of the country, and the almost complete 
dependence of certain areas, notably the Prairies, upon 
the railways for the provision of transportation services 
for their major products. This means that in Canada, 
railways cannot be regarded merely as business enterprises 
which are entitled to maximize their profits by applying 
Strictly business principles without regard to regional 
needs, or national policy. 

It is true that Canadian railways have been 
instrumental in opening up new country, and, in conjunction 
With tariffs. in welding the component parts of Cenada 
into an economic and political unit. These facts alone 
make it clear that the railways are not merely private 
corporations but their role as developmental agencies 
being so vital, their size in relation to the populated 
area being so great, and their potential influence upon 
national development being so enormous, the people of 
Canada have always insisted that limits should be placed 
upon their freedom to levy rates according to the 
principles which would guide ordinary profit-making 
corporations and upon their freedom to build according 
to unauthorized plans. Despite the passing of the 
stage of pioneer development, despite the growth of other 
forms of transport, and despite the growth of the 
national income, Parliament has recognized that railway 
services and the rates charged for them are too 


vital and too important to be left in the hands of any 
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one interested party, whether that party be the 
management of the railways, the employees of the roii- 
ways, or the consumers of railway services. The Railway 
Committee of the Privy Council, the Board of Railway 
Commissioners of 1903, and more recently, the Board of 
Transport Commissioners, have been agencies established 
for the exercise of that control which is required in 
these great questions of transportation policy. Since 
the role of transportation is still erucial, the Canadian 
people must, as a matter of national interest, make sure 
that the Canadian railway systems are maintained on a 
sound basis. The Government of Manitoba therefore takes 
the view that the Canadian railway system and the 
companies which operate it, must be regarded as national 
instruments which must be used in an equitable Tee 
having regard to the aims of national policy, the needs 
of regional development, and the maintenance of a 


Satisfactory standard of service. 


COMMISSIONER ANGUS: Does that carry insurance 

with reasonable profits subject to management? 
A. The point is discussed rather briefly in one 

of the other chapters, sir. I think the Short answer is 
yes, subject to considerable argument as to what is 2 
reasonable profit, of ¢course,, 

We should immediately make it clear -- 

THE CHAIRMAN: These words " reasonable oromita, 
they do not ocour == 

COMMISSIONER ANGUS: No, they do not occur in the 
text. 

THE WITNESS: I will just begin at the beginning 
of that paragraph again. 

We should immediately make it clear, however, that 


we do not question the wisdom of continuing the basic 
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structure of Csnada's present railway system in which 
the C.N.R., a government-owned enterprise, competes 


with the C.P.R., operated as a privately-owned 


railway. Although, in the remainder of this submission 
we make a number of proposals which would have the effect 
of laying down @ more detailed framework of law and 
regulations within which the railways would be free to 
exercise their own judgment, nevertheless, we are strongly 
of the view that the C.P.R. should continue to operate ag 
a privately owned system within that framework. We feel 
that administrative efficiency, operating efficiency, and 
epervice tO the public, will all be maintained at a better 
Standard if Canada continues to have two competing major 
railways, one privately owned and one owned by the 
Dominion Government. 

MR. SHEPARD: Q. Mr. Moffat, would you refer 
pack to the last sentence in the second Last paragrapn 
OF that section?  itas the last senvence at the bottom 
of page 7 of Chapter I of the mimeographed submission 
and 1% is the bast sentence in the top paragraph of 
page 48 of the printed submission. 

A. That is the sentence which expresses the view 
that in operating the railway system there must be regard 
bo the (aims of mational: policy and the needs of regional 
development and the maintenance of a satisfactory standard 
OF Service . 

Q. Yes, and earlier on in the same section you made 
use of the phrase, "instruments of national policy’. 
Would you just give any explanation you may have =n mind 
as to the meaning of that type of connotation, that 
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Should be more detailed restrictions in certain aspects 
of railway operation and certain aspects of railway 
development policy: but there is no thought that national 
instruments” should be interpreted as meaning that 
attention is to be paid only to matters other then the 
interests of the railway company itself. The railway 
company is certainly one of the most important parts of 
the Canadian nation and consequently in working out 
national policy one of the important objectives must be 


today: What is the right thing by the railways as well 


aS what is the right thing by everybody else concerned? 


(Page 8471 follows) 
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Q. You probably have noticed, Mr, Moffat, that in 
the second volume of the C.P.R, Submission the Manitoba 
Submission 4s branded as soclalistic. Have you 
any comment to make in that regard? Does this explanation 
you have just given us Supply, in your view, an answer to 
that argument of the C.P.R.? 

A. As to the word "socialistic" itself, the problem 
of definition of what is meant there is something that can 
probably not be answered precisely, but the concept which 
underlies this approach -- some people might want to call it 
Soclalistic, some might not, but the concept is that there 
will be certain restrictions set down in Tine with public 
policy as to how the railways ought to be operated, and 
within those limits the railways would be left free to 
operate under their own initiative; and in that regard JG is 
no different from what has always been the operating Situa- 
tion in regard to the railways, in fact in regard to prac- 
tically all enterprise. There may be some suggestions here 
for narrower limits for restricting the range within which 
the railway operation would be on its own, but whether or 
not that is socialistic, that is certainly not my impression 
of what the public usually thinks when they think of the 
word "socialistic" in the sense it is used im that: C.PsR.s 
briet., 

Q. Mr. Moffat, would you say that it would be possible 
to define as socialistic any regulation at all, any degree 
of regulation of any ‘cype of Utility? 

THE CHAIRMAN: Of any what? 

MR SHEPARD: Q. Any type of utility -- since it 
would constitute a partial taking over of control by the 
Government? 

A. It is socialistic in the sense that socisty is 


offering an increasing amount of direction as to how the 
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thing should be handled, but--- | 

Q. That is what I take it is the meaning of your 
section here dealing with the railways being instruments of 
national policy? 

&R. Well, the suggestion is that there should be a 
slight narrowing of the range within which the railways will 
be free to operate on some points, and on other points they 
should” be “Lert''as oney ‘are; “Lt 2s a concept of cealing 
with individual issues and trying to set up ranges within 
which the railways will operate 

Q. Now, turning, Mr. Moffat, to Chapter II--- 

COMMISSIONER ANGUS: Q. Might I ask a question 
before we leave Chapter I? It is in the last two lines, 
"two competing major railways". Are you developing later 
in the brief the field within which competition will be 
Significant? 

A. As between the two railways? 

Qe a Lee 

A. No, there is no further development of that in 
the remainder of ‘the prior. 

Q. “From the point of view of service or Whatever it 
may be? 

Bao Noe 

QO. OF the Incentive To Seri Pe 

A. Between the railways? 

Qi. “YeBs 

A. There is a small section which deals with the 
place of co-operation as defined in the O.N.-C.P. Act, but 
that is” the only discussion’ or it. 

Q. I mean this: if a reasonable rate of profit, not 
too much and not too little, is assured, what incentive 
is ‘there’ to compete? 


A. Well, I do not think there is any necessary im- 
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plication that it would be assured. The concept is that 
they would have an opportunity to earn a certain profit. 
There is no intention of putting into this bricf the 
thought that this profit must be guaranteed to the rail- 
ways, no. Consequently there is that range for competi- 
tion between the railways, to maximize their own operations 
and to improve their efficiency and to improve their 
service to the public, in order to try to get traffic away 
from the competing line. 

Q. You draw a distinction between assuring something 
and giving an opportunity to make something, provided that 
you manage efficiently? 

ih 1 Nes that.uis. right. 

QO. There, isa difference between that and assuring 
profit if you are managed efficiently? 

fee Mess me think.2o.).LGhink).so. 

MR SHEPARD: Q. Turning now to Chapter II, Mr. 
Moffat, (the. first , heading,is "Regulation of Railways in 
Canada," and that is the subject matter of the chapter. 
I understand that it is not your intention to read the 
first section, which extends to the middle of page Woof 
Chapter II in the mimeographed submission, and to about 
the top third of page 51 in the printed submission, but 
you may have some comments to make on that in the first 
four pages there. 

be Thisienapter is one which is designed to 
develop what might be called the philosophy which under- 
lies the rest of the brief; it might be called the 
theoretical analysis, if you like. It is pointing out 
that the people of Canada have always insisted that there 
should be some control over the operation Go “one Padi 
ways and the level of rates which would be charged, and 


that as soon as a body undertakes that finctiLon, chen 10 
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must inevitably find itself involved in questions of more 
detail to some extent, such as the standard of service 
that is to be provided and the standard of service which 
is..to. be. charged. up, 4n..the: form. of higher, rates. .Then the 
chapter continues by giving a brief outline of changes 

in the attitudes of the public, particularly westerm 
Canada, toward that sort of regulation. The following 
three headings then, you will notice, are carly attitudes 
toward railway regulation, railway regulation under the 
Board of Transport Commissioners, and recent changes in 
the attitude toward railway regulation. 

The basic idea that is developed in those three 
Sections,is,aiong these,lines, that in the first opening up 
of settlement in the west the people of the west wanted 
railway transportation, that was the one prime object, and 
they were prepared to do almost anything to get railway 
transportation. Consequently, when they saw an opoortunity 
to get railway transportation they were prepared to leave 
it pretty much up to the railways as to what kind of 
service, what. kind of. rates, what frequency of. service or 
anything else, so long as the railways came in there. As 
soon as the railways were there, and as soon as the 
settlers in the west were reasonably sure that they had a 
railway service, then immediately their interest 
was not in getting the facilities; the facilities were 
there, and the interest swung over to that of seeing that 
the railways did not abuse their position in their strong 
Situation with respect to cq@petition. Consequently you 
have the developments of the McLean Report and the setting 
up of the Board of Transport Commissioners in the 1903 Act, 
under which the Board was given the job of setting ceiling 
rates and of dealing with complaints that the railways 


were treating someone unfairly or were abusing their posi- 
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tion, and that situation continued to exist for 2 consid- 
erable perioa, It’ is suLll the situation which is "re- 
flected in the present Railway Act and In the policy and 
precedents of the Board of Transport Commissioners, 

But we go on then to suggest that in the more 
recent past there has been another change in the attitude 
of the Canadian public, particularly the people of the 
west, and that now the emphasis has shifted ever farther 
away from that of the mere provision of railway 
service, and has moved over into the field of how are we 
best going to use this service for the good of the 
country as a whole, including the railways themselves, and 
the other groups in society? 

The result is that it seems to us that the time 
has come” when the Board cannot simply restrict itself to 
the negative job of preventing things from happening; it 
must move over into taking some initiative on its own and 
starting things to happen. 

The exatp le that is probabiy clearest is, that’ of 
Une €quaii12atvi0on Ol reves by arcas. “50 long as you have 4 
negative attitude, the Board will simply forbid any intro- 
duction of discrimination; Lt will not @6 ahead and: direct 
railways on its own initiative to eliminate discrimination, 
and it seems to us that the public attitude has swung over 
to the point where this sort of philosophy should underlie 
the Board rather than the negative prohibitions that were 
introduced as a result of the McLean Reports and the 1903 


organization of the Board of Transport Commissioners. 
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CHAPTER II - REGULATION OF RAILWAYS IN CANADA 

From their very beginnings railways in Canada 
have cbeen .subjectiteopublic controls 7andkastsuch they 
have shown many of the features of those types of enter- 
prise which are known as public utilities. 

There Mis ynovhing newsiniithe (public utility vcon- 
cept. It is ian aecepted ifeatureofsour society iin 
situations where the general reliance on the pricing 
mechanism of avfairly free market to protect consumer 
inverests Mas2sbeen found tinadequatetini ajparticubear 
important field. The foundation ofethe concept of 
regulation of ipubliciurilities | liesninzarpubbic récog~- 
nition that the function of meeting certain of the 
community's economic needs will not be fulfilled ade- 
quately unless certain restraining influences are 
introduced. Through most of the fields*of economic 
activity in our society the pricing mechanism of the 
market operating within a loose framework of law and 
custom, provides this restraining influence and ensures 
in a more or less satisfactory way that the quantities 
and qualities of goods and services required by the 
public are made available. buccitrhas Long i peenirecog- 
Wized thavepublic¢c supervisionvin iene Tormpor another is 
required in those activities where the impersonal 
mechanism of the market has led to results which society 
finds unsatisfactory. The origins and development of 
public utility regulation cancbe explained “largely in 
these terms. 

There have always been strong disagreements on 
the question of how large an area of the economy should 
be subjected to regulation in this way, although there 
is general agreement that where a field of activity 


displays certain characteristics, it is affected with a 
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public interest and if the public needs are to be 
adequately met some form of public supervision will be 
necessary. In Canada, in the United States, in Great 
Britain and in fact. throughout most of the world, rail 
transportation has long been included in the group of 
Indust PLES: whieh are’ treated “as public WePlities. The 
features which make the railway industry a fit subject 
for public scrutiny and supervision and place it in the 
category of a public utility, are two in number. 

It is an industry on whose efficient and un- 
interrupted operation the rest of the economy is heavily 
dependent . A breakdown in rail transport in a highly 
specialized economy which has no other method of moving 
most of its goods, leads directly to widespread stoppages 
elsewhere, and if that situation persists for any length 
of time, accumulated inventories disappear, storage 
facilities: become clogged and the over-all effect is 
nothing short of catastrophe. ie eLTecus’ OL “che 
railways employees! strike in the U.S.A. in May, 1946, 
have not yet been forgotten. Less <ramatic, puc* or 
evernvereater importance in the Lone runs ts the fact 
that in many areas the standard of rail service and the 
rates charged for that service almost completely 
determine the standard of living and the industrial 
development which can occur there. 

It is an industry in which there are important 
lgmitations upon’ the’ apility of competing firms’ to 
establish themselves. Ao tieli@d or industry which’ as 
important in the above-mentioned sense, might still be 
outside the legitimate field of public regulation 
however if the field is one which attracts numerous 
participants, with entry and exit being not unduly 


GLEPicnle. Under such conditions the public finds itself 
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in the fortunate position of being able to choose 

between several suppliers of the service and the resulting 
competition serves as a check on the action of each of 

tHe. partaci pants. In other words, the competitive 
operation of market forces becomes a regulator on which 
the. publicrelies;for,its' protection against any 

attempt. by the producers or sellers of the service to 
take advantage of their strategic bargaining position. 
This. situation does not, however; prevail, in the 

railway industry. 

For reasons: such .68.a need, for.4 very heavy 
initial investment in highly specialized capital goods, 
and the economies which are brought about by 
operations on a large scale, the railway industry has 
always been dominated by a few large firms and in many 
localities the shippers have been forced to depend 
upon the one railway which serves that locality. Even 
where a locality is served by more than one railway 
there is a strong monopoly element in the movement of 
any particular shipment unless the point to which the 
shipment is going is also served by two railways. tery 
the epeaies of some regulatory device the public would 
be left largely at the mercy of railway management. 

For these two reasons, namely, a heavy de- 
pendence of the economy 18 a whole on the operation of 
railway service, and the absence of the impersonal checks 
of a fairly competitive market, railway operation from 
its earliest beginnings was placed in a special cate- 
gory subject to restrictions and directions laid down 
by public authority. The responsibility of the regula- 
tory body has been to ensure that the public asa whole, 
as well as particular sections of it, is protected from 


unduly high rates and inadequate service, and at the 
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same time to safeguard the legitimate rights of the enter- 

prise which is being regulated. It should be pointed 
out at once that in performing these functions the public 
authority is taking over the functions which in other 
industries are performed by market forces. if-by- erder 
or regulations of a regulatory body the public is to be 
protected from unduly high rates then that body has taken 
OAGchevPune caony oP decragneownat gs BVvrarrpr rate} @ se. "°26 
is in fact making the decisions which would otherwise be 
arrived at by the market: Further, just "as.the market 
produces different prices undér different circumstances 
sotavregulatory body which is aware of its true function 
will produce different results in. changing conditions. 

An integrabipartmor the question of fair price 

BS chat (OL othecquadiiiyeor Whe Veoods(oriservice for whieh 
PHateprreetis ibeing ypaid . Under ordinary competitive 
conditions a buyer is free to» accept or to reject goods 
Grrservices 10f Oaparticular quality “peeing torfercd to 
ham cat tarparticubar, price. TReLoucne Buyer Py ronererone , 
whose decisions will in the long run determine the 
quality of the goods or services which find a market. 
By the same token it follows that in a regulated field 
of enterprise the public should not be forced to accept 
the particular quality of service decided upon by the 
seller. It is, therefore, the view of the Manitoba 
Government that the Board of Transport Commissioners 
should be charged with the responsibility of decid.ng 
both the quality of railway service to be provided and 


the rates which are to be paid for that service. 


Early attitudes Toward Railway Regulation 
We would now like to direct attention briefly 


to the changing attitudes toward railway regulation in 
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Canada and to point out the relationship between the 
attitude in each period and the changing importance 
which the public attaches to the two factors mentioned 
above, namely the indispensable need for railway service 
and the need for some protection against possible abuses 
of the railway's monopoly position. 

in its itiception; the C2Pihs was an enverprise 
made possible by the combination of private risk capital 
and a large measure of public support which took the form 
Of oucrighnt Contributions of money; of Lands, cf, com- 
pleted sections of railway lines, and sympathetic 
national policy. in 86 far 4s mosy of the verrivory 
to be crossed by the railway was unpopulated and unpro- 
ductive, the modern problems of freight rate relation- 
ships, location of line, adequacy of service, etc., did 
not present themselves. The interest of the Government 
and of the Canadian public was concentrated on having a 
line built in order that an economic integration to 
match the political union initiated in 1867 would be 
provided. Almost all other considerations were subordi- 
nated to that of securing an East-West integration of the 
Canadian economy. One of the first requirements was a 
railway line to serve the country and Canadian tariff 
policy and immigration policy were directed to the same 
end. No one will deny the important part which the 
railway took in promoting the development of the region 
Which. Served. Railway development and national 
economic development marched together. In these 
circumstances, the identity of interest between the 
railway and the public was such that decisions concerning 
railway construction and finance concerning railway 
freien. rates, éte:, could be Tere almost entirely to 


the management of the company, with reasonable assurance 
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that so long as development and extension of lines 
pressed forward the Canadian public would not be too 
concerned about rates charged or about inequalities 
between various areas or between shippers of various 
commodities. In faet the only over-all control of 
freight rate levels in this period was the provision that 
if the C.P.R. paid dividends in excess of 10%, its rates 
would be subject to supervision by the Railway Comm:ttee 
of the Canadian Privy Council. 

As soon as railway lines were built, however, 
the people of the area began to be less concerned about 
the mere provision of railway service and directed their 
attention to an attempt to have railway policies conform 
more fully to) the needs. of the region: served. Interest 
therefore shifted to such matters as the over-all level 
of freight rates and the rates charged for important 
commodity movements. These differences became manifest 
at a fairly early stage in the history of Western Canada. 
One need only recall the vigor with which this Province 
attacked the monopoly privileges extended to the C.P.R. 
and the measures which were taken to force freight rate 
reductions on that line. The: pointe ds: that once’ the 
basic interests of providing a transcontinental rail 
system and of taking steps to assure its financial 
success had been satisfied, other interests appeared. 
Questions of agricultural and industrial development 
could not be separated from the freight rate structure, 
and the competing desires of different sections of the 
country to progress industrially and agriculturally 
gave rise to the need for adjustment of the rate 
spructuxre:. Jealousies with respect to the location 
of branch lines manifested themselves in claims for new 


and improved transportation facilities. With the 
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disappearance of some of the risks attendant upon the 
initial construction of the railway, a scaling down of 
the financial returns of the company was sought. A 
realignment of interests had taken place and a new 
balance had to be found. 

Railway Regulation Under the Board of Transport Com- 

missioners 
The rapid rate of development following the 

COMPLECLON Of (the main line of the C.PsR.. brought these 
probiems to the forefront quickly. Accordingly, the 
question of devising a suitable method of effecting a 
balance between the various conflicting interests which 
had emerged by the turn of the century had to be faced. 
The reports of Professor S. J. McLean on Railway Com- 
missions, Railway Rate Grievances and Regulative Legis- 
lation led directly to legislation providing far the 
CONS bAcUL On of the Board of Railway Commissioners to 
administer a railway regulation policy as laid down in 
the Railway Act. The essential nature of that Board 
and that Act was that they were designed to prevent 
abuses and to remedy discrimination where complaints 
were lodged.In other words, the emphasis had shifted 
substantially from that of mere provision of railway 
service to that of preventing unfair treatment of the 
users of the service. The regulation was negative in 
this sense that it was merely designed to prevent certain 
undesirable actions which might be taken. For example, 
rates could not be higher than the maximums set in the 
Class rate structure h But within those limitations 
the railways were still free to exercise full authority. 
For example, they could meet or ignore competition 
without regard to whether the competitive rates had 


adverse effects upon one or more regions. The system 
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reflected an attempt to prevent the most serious abuses 
of the railway's monopoly position while retaining as 
much as possible, the freedom of action which they had 
enjoyed in the earlier periad. It was a system which 
proved reasonably satisfactory so long as the old | 
concept of an expanding nation remained and so long as 
there remained a public attitude which placed such 
extreme importance upon the provision of railway cae 
vices that it was prepared to overlook any but the more 
Serlous GQelrec us of raviway policies. 

Thais attitude remained dominant during a period 
which was characterized by a general upward trend in 
terms of economic growth, married though it was by war 
and short-lived recessions. The railway systems re- 
mained in the forefront and made this growth possible. 
While it is true that the complexity of rate regulation 
inereased during these years, due partly to violent 
fluctuations in the level of prices, partly to the 
aspirations of various sections of the national community 
for a "place in the sun", and for other reasons 
as well, it must also be borne in mind that the larger 
identity of interest and the interdependence between a 
growing national community and an expanding railway 
system remained. The necessity to recognize the 
legitimate needs of an expanding enterprise, though quasi 


public in nature, aiso remained, 


Recent Changes in the Attitude Toward Railway Regulation 
It is our submission that the Canadian exper- 
ience during the great depression of the 1930's and 
during and since the second great war has produced such 
a change in public attitudes on these questions that 


there is need for a complete reassessment of the Railway 
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Act and its administration to bring them into line with 
present conditions. The task of arriving ¢@t 2 suitable 
balance between the various interested parties should now 
be approached in a manner which is adapted to a GIrTTerent 
set of conditions. 

The railway systems of Canada to-day remain 
an absolutely indispensable feature of the national 
economy. Their continuous and efficient operation is 
vital to the welfare of all of us. To deny them the 
means which make possible their operations would be 
Hararul to albh of us: BUG ao Une seme. ime, 2. cet ini be 
change in the functions of the railway system has taken 
place. The railways are no longer spearheading the 
national development. They have become firmly embedded 
in an economy which shows signs of greater stability 
and a slower and more orderly growth in the future. 
The prime function of the railway networks is to serve 
an existing community effectively, rather than to build 
a new one. Mes ts not.to say that we feel thav: no 
changes lie ahead. We believe that the future will 
bring changes and improvements and that the railways 
will be closely connected with them; but the direction 
and nature of these changes will not be so closely con- 
nected with railway building. Furthermore, the 
provision of new railway facilities will be a relatively 
small part of the Canadian transportation problem, while 
the manner in which existing railway lines are used will 
be a paramount issue. In these changed circumstances 
the interest of the public in railway operations 
changes, with less emphasis being placed on the pro- 
motion of increased trackage and other rail facilit:es, 
and a greater emphasis on using che existing railway 


facilities to meet the ever-changing needs of the 
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community. The effect is to require avshift in the 
nature of regulation. 

On the one hand public regulation should shift 
its emphasis away from mere restrictive measures to 
prevent abuse of the semi-monopolistic position of the 
railways and toward the acceptance of responsibility 
for initiating policies ‘required: ‘toadjust: the railway 
system to the changing needs of the community and 
LES) parts ; On the other hand, there must continue to 
pe “a clear ‘recognition that'if this is done it carries 
with it the responsibility to make sure that the raat 
ways have available to them, the funds and the facili- 
ties necessary to provide the type of service which 
the country requires. 

One aspect of this change requires particular 
notice . Ithas Ptowdotwith, the need tor protect certain 
areas against being asked to pay more than their fair 
share of the total railway costs of the country. This 
is no simple task under modern conditions and cannot 
be brushed off with the suggestion that a formula such 
as "chapging what the traffic will bear" will provide 
asready. answer in alblucases! Nor can the question of 
arriving at an equitable distribution of the national 
transportation bill be treated in terms of discrimina- 
tory freight rate levels which are not "unjust" according 
to the criteria which have been applied in the past. 
Some more positive direction from the regulatory body 
has become necessary. The interests of a mature 
railway system are such that they could not be expected 
to take the initiative in introducing a change of this 
type which, although desirable as a matter of public 
policy, will not necessarily appeal to the self- 


interest of the railways. 


ay 
A 


2 ' i | 


| OF ,BEARES Ow. OV LF MARS oe om ae vs, ar 
mae, ges. 3. ay? A 


7 . or 4 . 
‘ . + rw = CLIO 
" ’ . k Ne Bod om oy i AAG mee 
’ ‘ Lynas y Mme a Be a hata 


an At. AS Ogee a0. BP PEL AROS aa Saya? pas gules 


Meter ane SAO SESS ‘ : 
Be 4 oa | os 
x _ Ants 5g ) Py Beads eas , a maseye ee 7 


’ * 
Lea “\ 5 . af d } r 
p ~ TS on - ead tae an » to ‘ wer t ares 3 r RBOr n r af a 
pa le ., ae re oh 7 w ey ! < ay Pat. : - * De come te e = ‘| Sb ahah Y pile ee ee [hes o £ 6 ; 7 
= ‘ r oy ee Pa ea RE a Teg "i ha Le Wl get Ge io 
u , 
j { 
; Prat ‘ eT ED kt awr view edt —- 4 eT] 
wok | eas ee eS eae geereee . Sed YILil¢ LRAQIE SS Feed te of oi 7 
= 4 “ 2 ix k' * SAS tei Se ea : a i Pee ey Se soe et 
% f 
‘ i 
: ‘ ee f pf§rfeafteenr owed sve F 
: ~ iE Lae? ent. bre airs iy mad? of elLdelisve overt evaw 
; : ; aera ere a a eater ane poate eine Ree A A ee ee 
- Pete ae eee ay ne ’ iz =e? - . ~ CURR a 
fim ae A a. j . { — “1 CY oF “rr rm De 9 ary at? 
sack edad aD SEES ES ROL VOT Oe CaO eRe eo 
4 j we 7 “AL, Bek es ~ - we Ne - : 
7 ‘ 
is } Py 1 + ry “~¢ c +> 
" & yo ps § Wei, or ao ‘ NIGNRCS 3 ae v 
. ra es Dat eS Ghee Eek me Cie . Sak Rn - 
re \ re ¢ “~ a 8) - . 
=P » é Tee ren ‘ 
a ™ > 4 
un part ae | ew de fOr 
4 ee . ad) eigenen 
¥ | 
. Bee m4 
. i rhs = oan vo ad aoe 
= “ tt end 
ron ea , . 
i amt akan 45 1G mae | £2 
os 4 ae 5a. Me ac Ae 
' 
- rr. " t 
ate: shamie oo eh. 
a5 5 H ” : 5 
eee 2a6 fish, ie ae w eee 
. ! 
© . - en) ‘ F Ah « ine by ie , 
ii sl Vito? 6 tet sobtaonaee att \Ad tw. To bedauad ad . 
th RRL ae & Ak eee ce Mtns et SO 8 ee Md AS RM SRR, Pa A eee 8 ate . 3. oe 
ited Gtecieewe here g een ecin eirny oe ais es BLL) VR ee teak ee ea eee et Mint a 


~ A Racial ee Ne? 


an ‘ P avs bee a er inf wate xs o-.2 
EIRP |. Qhi7 GH 19 44S ATS PIRES, Beet 18 | ‘aah 
- , ot , é K! oy oe are Ripe deere acon Nee 2 
| wars br tet hie es wi + trim, wee Se) Ge 
=) t LO Os, Vw bv Gd - yy Me ia pe ihe a8 Ke auiviats #5 
i Dey aime rae ERE 3 a: Bie: “ rime! Tak an et ; [ 
‘ = 


“Mitiied hb. To pyed ot beiseqs edi fid moltdenoganns . 
+i oe Aico Pes ALNO eT Pye ea ee ; Tits lle Ei: Ri, Cicurietsin 7 - 
ie 


PLR O90s “taRAN gon. ano OL eLobel eter Pag hent wad 


viteg 243 wi Hellags wed Sven 9 ee abreast, ad? od | *y 


. Sy we tee BE v + . : ¥ 


; 5 ret Tae aa ea I eo thee : od p autdteed tae ae 
; VENTS 8. to GeaersIns oat espe sega 


CPt, 


ne 3 et ob + ene 


Ro ss 


ORT Ke wi key 


7, + 


rent tick 


ie bore dens ya _prapaads eck ats eats J 


ff 27: LESe 


oa het 


Ee 


- 6186 : Mr. Moffat 


Under the existing system of regulation, such 
changes will not be made because the regulatory Board 
considers its function to be that of preventing undesir- 
able.actions proposed to. it. It does not undertake the 
initiative in correcting existing situations. 

The logical conclusion which may be extracted 
from the above remarks is that the realignment of 
interests in the operation of our rail networks is 
Such that the task of balancing them requires more than 
regulation of the restrictive nature which was exercised 
in the past. The function of the regulatory body must 
be not only to prevent abuses of particular types, but 
must go further in that a larger measure of positive 
direction is required. That this should be true must 
be obvious to anyone who is aware of the differences of 
Opinion not only between the railway companies and the 
public at large, but also between various sections of 
the public. Expression of this has been noticeable 
in the freight rate controversies of the past two and 
a nealr years. 

While suggesting that regulation of a more 
positive nature is required for the future, we are not 
unmindful of the fact that the railway companies' 
right to an "adequate" scale of remuneration should 
not be lightly dismissed. To do so would do Heavens. 
harm to the welfare of Canada generally. G28 one 
view of the Manitoba Government that the nature of 
the transportation service should be determined to a 
larger extent than in the past, by a body representative 
Of the public, and the distribution of the costs 
necessary to the performance of this function should 
likewise be determined to a larger extent by someone 


other than the railway management. It follows that 
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the public at large, is under obligation to provide the 
railways with the financial means to provide that 
service and that one of the main problems to be faced 
by the regulatory body will be that of determining how 
much money the railways need for that purpose. 

The discussion above is intended to suggest 
what we consider to be the attitude of the Canadian 
public as to the functions which the Board of Transport 
Commissioners should perform under present conditions. 
The record leaves little doubt but that these functions 
have not been adequately fulfilled in the past. TO 
some extent this is a criticism or the Board itseilr but 
in a more fundamental way it is a statement of the fact 
that the powers and responsibilities of the Board as set 
out in the present Act, are inadequate. We now 
mropose to make certain suggestions for changes in the 
Railway Act and its administration in the light of these 


changed attitudes. 
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MR SHEPARD: Q@.. Now, Mr, Moffat, I take it that 
what you have just told us pretty well summarizes the first 
three sections of Chapter II. The third section ends at 
the top of page 11 in the---- 

A. The first four sections, Mr, Shepard, ending at 
the. G6p, of spage wll, Chapter, 11, 

Q. The top of page 11 on the mimeographed submission; 
and the next heading is "The Board should be Considered a 
Policy-Making Body," which appears on page 55 of the 
printed submission. Back on page 2 of Chapter II there is 
just one phrase that I think we might clear up before we 
move on to that next section. It is in the paragraph 
starting: 

"It is an industry on whose efficient and un- 
interrupted operation the rest of the economy is 
heavily dependent." 

The last sentence in that paragraph reads: 

"Less dramatic, but of even greater importance in the 

iong run, is the fact that in many areas the standard 

of rail service and the rates charged for that service 

almost completely determine the standard of living and 

the industrial development which can occur there," 
What did you have in mind in using the two words "plmost 
completely", with reference to determining the standard of 
living and industrial development? 

A. Well, there are two situations that can almost 
completely determine the standard of living. One is 
whether or not there is a railway service in there, whether 
the standard of rail service goes to the extent of having 
Paid Taciiities or mot, Certain varess.of the swest == you 
think of the Peace River country as an example -- are com- 
pletely dependent upon rail transportation. You could not 


have agriculture in there on its present scate at all with- 
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out rail and without a standard of service that would at 
least get the grain out. The other sort of situation ig 

exemplified by the rate structure which will allow cer- 
tain industries to develop in an area and will prohibit or 
make practically impossible the establishment of the same 
industry if conditions are somewhat different. I do not 
think you have quite so ready an example in the extreme 
form, but we have cases of the transcontinental rates from 
Toronto to Vancouver which have made it excpencly difficult 
for certain of our industries to get started in Winnipeg. 
Although they are closer to Vancouver, still the cost of 
Shipping out to Vancouver is such that the Toronto-Montreal 
area has developed the industry to supply 2 market even 
though it is a thousand miles farther away from Toronto 
and Montreal than it is from Winnipeg. 

THE CHAIRMAN: Q. Well, do you say that that has 

prevented industries from coming to life in Manitoba? 

A, It has prevented some industries from coming into 
life, I think; it has certainly prevented some industries 
from growing as large as they otherwise would have, which 
means--- 

Q@. Can you give us some examples of both? 

A. Well, we have the two examples that were used at 
the regional hearing in Winnipeg, the sunflower seed 
industry, which has of course grown -- there is no argument 
that it has not done very well the last few years, but there 
£4 ENS Limit: On At. endetieaa 

Q. That industry has competitors in the east, has it? 

fh. Yess not, directay with isunflowenr il, but, it has 
competitors with other forms of vegetable oils, shipping 
both from Vancouver to Toronto and Toronto to Vancouver. 

Q. They get lower rates? 


A. They get lower rates than our sunflower people got 
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on their shipments direct Te Winnipeg. Then the other 
case that has been presented in the regional hearings, 

both of your Commission and the Board of Transportation 
Commissioners, is the battery people, the RayeOaVat 
Batteries, which is a small battery firm making flashlight 
batteries and dry-cell batteries for rural radios and that 
sort of thing, and they have had some difficulty until they 
were able to get a competitive rate brought in. 

Qe Well, is their position satisfactory now? 

i. It is much more satisfactory now that the trans- 
continental rates have been raised, yes, but there has been 
this situation in the past there. 

MR SHEPARD: Q. Turning, Mr. Moffat, then to the 
section on page 11 headed "The Board should be considered 
a Policy-Making Body," I understand that it is your in- 
tention to deal in some detail with that section and the 
two following, which run to the end of the chapter. Would 
you proc.eced to do so, please? 

A. These are the sections--- 

THE CHAIRMAN: Q. Pardon me a moment. Is this 
the proposition you put forward here, not only that the 
Board ought to be a policy-making body, but that it is a 
policy-making body; is that it? 

Ay Yes, thet 1s correct: but that 16 should be re- 
cognized more generally that it is a policy-making body, 
and consequently the thought is developed that that means-- 

Q. Who does not recognize that? 

he Well; be some extent themselves. 

@. Well, that is the point. In that case they are 
not the full policy-making body that you assert that they 
are here; is that it? 

A, Well, I would put it this way, that they for 


various reasons have not used the authority which we think 
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they should have, and which we rather think they maybe do 
have. 

Q@, Under the Act? 

A. Under the present Act, 

THE CHAIRMAN; Ail right, then, go on, 

THE WITNESS: "The Manitoba Government is of the 
view that there is need for a wider appreciation of the 
facet that the Board is, in a very real sense, a | 
policy-making body as well as a judiciel and adminis- 
trative organization. Certainly there can be no dis- 
agreement With the fact that the final responsibility 
for public policy decisions in this field must rest with 
the highest policy-making body, namely, the Dominion 
Government. As was pointed out in the brief presented 
by Premier Campbell, railway transporation is so vital 
and has such monopolistic characteristics that our 
people are firmly of that view. But we are also of 
the view that it would be completely unrealistic to 
Suggest that the Dominion Government should directly 
deal with the day by day administration of that policy, 
or that it should attempt to lay down broad principles 
of policy without the bene it of detailed study by 
persons who are in close touch with the matters con- 
cerned," 

THE CHAIRMAN: Excuse me. Mr. ehepard, on that 
question of the Act as it is now, are you prepared to show 
us later that there are sections in that Act which do 
confer upon the Board in fact a policy-making power which 
they have not exercised? 

MR SHEPARD: ‘We will in argument, my lord, by 
making submission on two counts. First of all, where we 
consider that the present Act should be changed, and, 
secondly, where the power may now exist in the ict but where 


some form of administrative direction may be required. In 
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Mr. Moffat 
other words, we feel now that in certain circumstances, 
as we develop through the brief, the power may exist, and 
sometimes it is a little difficult; there are border-line 
cases to determine whether it does exist or not, but the 
fact appears to us at any rate that in the past, even 
where that power did exist in the Board, it very seldom 
exercised 4t of,its own«motion., 
‘' THE CHAIRMAN: Then you have certain sections of 
the Act that you intend to refer to, I suppose? 
MR SHEPARD: Yes; we will be referring to that 
Laver amy 2ords 

MR EVANS: I would rather hope that my friend 
would give us those sections in advance, so that we could 
use them as the basis of greet chameneri ce, 

THE CHAIRMAN: Oh, yes, that is only right, be- 
cause the matter is of very great importance. That is, the 
assertion now is that the Board of Transport Commissioners 
is not fully carrying out the powers which it has under 
the Act in this respect. 

MR SHEPARD: In some aspects, yes. 

THE CHAIRMAN: Well, in the aspects of making 
policies. 

MR SHEPARD: Yes. 

THE CHAIRMAN: And I think then you should let us 
know as early as you can what parts of the Act you point 


to, and let everybody concerned have the same references, 


(Page 8500 follows) 
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MR. SHEPARD: As far as the reason put forward 
by my learned Mr. Evans, for wanting the sections so 
that he might cross examine Mr. Moffat on them I do not 
quite see, I think it is more a matter, my lord, of 
legal argument later than cross examining a witness. All 
that Mr. Moffat. could say - 

THE CHAIRMAN: I don't know, we can't say that until 
we see what the whole matter is. Your brief says "This 
body is now a policy making body" can't you support that 
at once by pointing to section so and so? 

MR. SHEPARD: Well, I have not got the section 
before me, 

THE CHAIRMAN: You see, our position here is this, 
We ere not deciding cases; we are covering fields where 
we are trying to get all the information we can as soon 
as we can in order to errive at general recommendations for 
the benefit of the government and parliament, so anything 
you can do to hasten along these recommendations will be 
appreciated by us, and if you can furnish us with those 
sorts of particulars, you should furnish them also to 
those who are concerned in the discussion. Perhaps your 
brief might have referred to the Railway Act Section so and 
so, but you see, it does not. 

MR, SHEPARD: We feel - perhaps we were not correct 
in this feeling, but we felt that actual reference to the 
Railway Act and suggested changes that might or might not 
be necessary were a matter for argument at the inclusion 
of our evidence, | 

THE CHAIRMAN: But you see, you make an assertion 
that the Board now has powers which it is not exercising 
and eee whether those powers sre mentioned in the 
Act and ought to be used. The sooner you can give us those 


parts of the Act which you refer to, the better, because 
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we have numerous statements by the Board itself from 
time to time which are limited to the extent of the powers 
which you believe they in fact enjoy but under the Act 
you say they cannot go beyond their own Act. We would 
like to have the reference; I think it would be useful. 

MR. SHEPARD: I think we can probably have those 
sections read into the record in the morning. Wi1l you 
proceed Mr. Moffatt? 

THE WITNESS: " In a sense, the establishment of 

the Board of Transport Commissioners involved 

a delegation of policy making functions from 

the Dominion Government to that Board. The 

general approach which the Board is to take in 

deciding the highly technical matters which 

come before it is laid down in the statute, but 

Within those broad limits the Board acts in a 

legislative as well as in a judicial capacity. 

There is probably much to be gained in turning 

over to a specialized group the policy making 

functions on specialized questions. The gain 

in terms of efficiency and time saved is probably 

enormous. At the same time no one can accept 

the proposition that policy decisions in such 

en important field as this should be final if 

made by a body other than the Dominion Government. 

The ultimate responsibility for public policies 

must rest with the Government. 

It is, in our view, most essential that this 
policy making function of the Board should be 
clearly recognized, and that the relationship 
between the Board and the Dominion Government 
and the Railway Act should be clear. There are 


certain matters which are of great national 
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importance and where the policy to be followed 
can be laid down quite specifically. It is our 
view that Parliament should deal with these 
issues directly in the Railway Act itself. 
On the other hand, the body which is to ad- 
minister the Act must, of necessity, base its 
decisions upon the consideration of facts which 
go far beyond the limits of railway operations 
as such, It is therefore essential that the Act 
make it clear that the Board has the power and 
responsibility to consider such matters, In 
many matters of this type the Railway Act can 
merely lay down the general lines of policy but 
must leave a substantial measure of discretion 
to the administrative body to decide which action 
Should be taken at any particular time, 

The responsibility of the Dominion Government 
as distinct from the Parliament should also be 
clear, The danger is that once a Board of this 
type has been set up the ultimate responsibility 
of the Dominion Government for its policies, 
might not be appreciated. What we have in mind 
is thet if a particular issue srouses strong 
public concern it might be suggested that that 
matter is exclusively a problem for the Board to 
decide and that consequently the Government can 
do nothing about it. For this reason we feel that 
your Commission should recommend that in any 
revised Railway Act there should be s clause which 
gives the Dominion Government the responsibility 
and the authority to disallow or to vary any order 


of the Board." 
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THE CHAIRMAN: Have you reference to the present 
condition of the Act which provides for an appeal? 

A. On thet perticular point, I believe ‘the clause 
is in the Act. 

My *CARSON: uSectilon, 52, 

THE CHAIRMAN: You think that is satisfactory, 
do you? 

A. Sir, I would not want to speak as to whether 
it is satisfactory or not from a legal point of view. 
The policy as conceded in the brief ee ae is to 
advocate that the policy ought to be decided on bensit 
of the Government. 

Q. You think the Dominion Government should have 
the responsibility and the authority to disallow and to 
vary any order of the Board? 

A. Yes - "Furthermore, in cases where the 
Roilway Act has laid down only the general lines of policy, 
the result will inevitably be that in many situations 
there will be several alternative policies which might be 
adopted, all of them perfectly consistent with the general 
policy laid down in the act. In situations such as these 
we feel that it should be made clear that the Dominion 
Government has the authority to designate which of those 
alternative policies is to be applied. We feel that the 
Dominion Government should have the power and the respon- 
Sibility to take such actions either on its own motion 
or upon application." 

COMMISSIONER ANGUS: Could you give an example of 
the type of thing you a in mind there? 

A. Well, one case specifically is the question of 
the method of handling depreciation. It seems to us that 
that particular point should not be in the statute pre- 
cisely but, on the other hand, we feel that there may be 
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Situations where the Dominion Government should either 
direct that it should be straight-line or this or that 
type of depreciation, and direct the Board to go ahead and 
mokethel necessary istatube,y “It malishtuationsrvof that 

type we have in mind. 

Q. You say the Rélilway Act laid down the general 
line of policy and there might be several alternative 
policies that might be followed. Would the general line 
be that there is to be depreciation and the alternative 
line that there might be - 

A. Or it might be that the general line is what the 
Board might decide, how much it costs to run the railway's 
System and limit it as generally as that, and then the 
Government might want to intervene and then say: "Now, 
in respect of this particular part of it, the depreciation 
division we want that handled this way" . 

THE CHAIRMAN: Why might not the Act say that? 

Ae “Because 1t might be “too rigid. “Itomay be if it 
Was put into the statute it might be too rigid, 

Q@. Then under your submission the Government would 
direct the Board from time to time how it should interpret 
the carrying ioutwot Tite duties? 

A. The phraseology was fairly carefully considered 
there sir. -"There will be several alternative policies 
which might be adopted, a11 of them perfectly consistent 
with the general policy laid down in the Act. In situations 
Such as these we feel that it should be made clear that 
the Dominion Government has the authority to designate which 
of those alternative policies is to be applied". There is 
no suggestion of going outside the Act. 

Q. But might there not be a change from time to time? 
The Government might direct one policy to be followed this 


year and another next year? 
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A. That is correct, if conditions have changed in 
the mean time, yes. 

COMMISSIONER INNIS: You mean to say that the Dominion 
Government has not the power and responsibility to take 
such action? 

A. Again sir, we ere on one of those fields where 
as far as I am concerned I am not clear whether they have 
or have not and the attitude that was taken in this brief 
was that they ought to have it verified. Whether it is 
perfectly clear or not in the present Act I cannot say. 

Q. I would think in all things Parliament surely 
has power to do anything? 

A. No, but the distinction here is the Government 
as distinct from Parliament, in other words, Orders-in-Council 
rather than acts of Parliament. 

MR. SHEPARD: Our distinction is that we do not 
consider that Section 52 is satisfactory - 

THE CHAIRMAN: You do not consider the appeal 
provision satisfactory in that regard? 

MR. SHEPARD: That is correct. We will consider that 
a matter for argument. 

THE CHAIRMAN: The thing is how would you proceed 
before going to the Commission on a question of this sort - 
you would just go to the Government and ask them for a 
direction and then go to the Commission? 

MR. SHEPARD: I think the way it would work out in 
Practice, sir, would be that if the Board failed to do some- 
thing which an interested party considered should be done 
that the Government should have the power to make a direction. 

THE CHAIRMAN: Well, they have that power now haven't 
they? | 

MR. SHEPARD: They only have the power to vary or rescind 


under 52. 
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THE CHAIRMAN: Or to refer back. 

MR. SHEPARD: That is not expressed; they do it 
but it is not expressed. They have done it. 

MR. EVANS: They have the power to refer back under 
Section 38. They may refer any matter to the Board under 
Section 38, 

THE CHAIRMAN: But have they not in the judgment of 
the Board referred the whole or part of those appeals 
back to the Board for reconsideration? 

MR. EVANS: Not under Section 52. 

THE CHAIRMAN: They have done it under some section? 

MR. EVANS: Yes sir, but they refer back acting 
under Section 38. They do so on account of an appeal under 
Section 52, 

THE CHAIRMAN: And in lieu of an appeal they decide 
to apply 38? 

MR. EVANS: Yes. 

MR. McLEAN: I would submit, Mr. Chairman, that there 
is some question of that. 

THE CHAIRMAN: It is a good thing to bring these 
suggestions out into the light of day as early as possible. 
MR. McLEAN: That is one of the questions we are 

raising here as to the ambit of the Governor-in-Council 

in combination irrespective of subsection 1 hes sia 
Section 38, They may vary or rescind an order under 
Subsection 1 of Section 52 and under Section 38 they may st 
any time refer to the Board for report or other action any 
question, matter, or thing arising or required to be done 
under this Act or a special Act. It seems to us and we will 
later submit that that is narrower than we think the powers 
should be even reading those two provisions together. 

THE CHAIRMAN: Will you suggest an appropriate 
amendment ? 


MR. McLEAN: Well, we will in argument sir, or if 


+ 
¢ 


* 
@-e 
= 
Dyer noe 
i= = 
4 
re. 
e 


es = wy a 
~ & 
2° 7} 
oF 


pea & . 
Svat 
a 


Semin 
a 
a 


a 
= 


re 
ov 


a 
a 


oe 
a 
Se 


. 
> 


ors Se 


‘ 


ae 
A a Year 
Brse 


i 
uw 
_ 
Gey 
Hl 
nly 


. 

4 
aa 
‘¢. 


q 
1% 


re 
j 


RNS 
78 


~~ 
* 
’ 
. 


Z hair: 
co 
or 


% 
i 
i 


7 le 
age 

eee . 

— 

oe a 

> “S: ‘ 


sD abode 

X- ae 

a ae | 

ol an 
poe 

oa 

cme hw, 

‘ee if 
= 


= rs, 
— - ' 
ot eet 
Pl tone 
hag Re 
n a 
es a 


oy amet 
pay at 
Rae a 
enw 
ie. 


on 
he «= ; 
ip, <2 C2 
Wey 
ene pe 
D j Oe hd a 
as hor 3 
~ RS a? ore 
aa * re se 
aged ann = 
> = % 
~ os 


Bao A ” 
7 So an 
a ee ar 
- a 
aiaed ic 
“y fod 
» 4 sama 
7 ie. a 
Sot S < 
—_ 

Me 


eM a7 

ae } 
=— a? 
a 


. 


¢ 
4 oh 


a 


Sek 


ulelae 


fe 
She 


x 
w 


dee 


4 
3 


te 
~ 


aisha ¢ 


= 


er , 


4 


7 


' 


S/S 


oe . ! 
nee ES 5s SS 
7a) a we. 2.45 —— 
et aS a. Stee we 
<—' : ae ul 
es oe i 4% 3 * Y 
~ Cri 7 
ed Ce 25 i 
aes 4 fre eh ‘“ 
g c. ne —" a 
oe ‘ ze 
< = i? * = 
"5 ia, “< = oa! 
_—— ~ et a ae 
oe > 2 - — - P 
as . Pra 
3 ep a 
iis oa) i ee L¥ 
- as F 3 
- 7 % oe 


4 Saeet ~ 
oo se ot 
» << 
Nas 
Fe “4 
ae Ph. oe 7 
es ae ie 
é P 
Sie wit 


: lt - 
. ze toe 
+P) i=) 
* = =q 
taee . x 
wae adee 
Te | 
a os a 
« tony 
r ig Nat 
' 
ney | 
es F a 
oe w. fal 
2s 
‘ * 
mee! 
ay ian one : 
oo. oe 
De Oe Ma . 
eae tnt FS 
yt . 
Ae — : 
: Fs Poa 
sae > 
a % - 


a 
fe 
oe ee 
7 
ae 
at 


a 
ss o* 
i te 


- 8507 - Mr. Moffat 


necessary we will do that before, if it will be of any 
assistance. 

THE CHAIRMAN: Well, the earlier the better, 

MR. O'DONNELL: P.C. 4678 is an example of the 
Governor referring the matter back to the Board and also 
in 1920 they did the same thing, 

THE CHAIRMAN: Is that a case you refer to? 

MR. FRAWLEY: P. C.4678 is the case in which we 
appealed the 21% Judgment to the Privy Council and they 
referred it back to the Board for review. 

MR. CARSON: They did not vary it or rescind it under 
52 but they referred it back under 38. 

MR. MacPHERSON: In that case I would like to draw 
attention to the dissenting judgment of the Assistant 
Chief Commissioner at page 17 where he himself questioned 
the authority of the Government under Order-in-Council to 
direct,that they do direct although they state as a matter 
of practice they followed that. It is a question of the 
infelicity perhaps of the language of these two sections. 

THE CHAIRMAN: Well spparently the majority of the 
Board accepted it as legal? 

MR. MacPHERSON: Yes. 

MR. O'DONNELL: And they did the same thing in 1920 
too. 

MR. FRAWLEY: Well that does not make it right. Our 
friends of the Canadian Pacific Railway rather questioned 
the right of the Governor-in-Council to do what they did 
under Section 52 in P.c. 4678. 

THE CHAIRMAN: They say they must have called in 38. 

MR, FRAWLEY; They said nothing about that in the 
Order-in-Council but my friends have now put that intrepret- 
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THE CHAIRMAN: Well, if authority is to be found 
in the Act anywhere from Section 1 to Section 500 there it 
4s. You could combine sections together if you wished to 
Squeeze the most out of them. 

MR. SHEPARD: Will you continue, Mr. Moffat? 

THE WITNESS: Continuing then, at the top of page 13 
er, Chapter, 2: 

"Tt is true that a properly constituted Board 

which is aware of its functions and responsibilities 

will generally arrive at decisions which are quite 

consistent with the public interests. Under such 
circumstances, any Significant number of inter- 
ventions by the Dominion Cabinet would be © 
unfortunate in that they would destroy the use- 

fulness of the Board as a maker of policy. A 

competent Board should be left free to use 

its own judgment within the limits of the Rail- 

way Act." 

THE CHAIRMAN: Now thet is a very wide statement - 

"A competent Board should be left free to use its own 
judgment within the limits of the Railway Act". 

A. Thet is s suggestion that as a matter of sadminis- 
tration they should be ordinarily left alone and allowed to 
administer the thing but it goes on to point out that it is 
our view. that. it should, be properly .clear that the cabinet 
Should intervene if there is s sufficient national question 
involved. 

COMMISSIONER ANGUS: Have you any test for a competent 
Bosrd,as to whether they should agree or disagree with it? 

A Not whether any one person agrees or disagrees 
with it, but we say if its decisions are reasonably 
acceptable to the people of the country , I think that is 


the test. Whether these decisions are acceptable to the 
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people of the country - that is the test. After all, that 
is what the Dominion Government is. 

Q. I asked that because 3 competent Board sometimes 
Suggests something else. It suggests a Board that is making 
decisions that are objective. 

A. Well, what is implied in this whole idea of a 
Board dealing with fair policy, that the test must be 
something that is in the best interests of the people of 
Canada. 

"At the same time it is certainly conceivable that 

a misjudgment of where the public interest lies, 

or perhaps an inadequate appreciation of the 

complex situation upon which it is called to 

rule may lead some future Board into serious 

mistakes. It is to insure against such an 

unlikely but entirely possible eventuality, that 
we urge thet an avenue be left open for a review 

of the situation by the highest policy making 

body In the country. In support of this position, 

we remind your Commission of the many question- 

able aspects of the 21% Judgment of the Board of 

Transport Commissioners, in March, 1948, and of 

the unfortunate situation which would have existed 

if that decision had been allowed to remain final, 

with incalcubble results on freight rate levels 

in Canada for all time to come. 

A system under which an administrative body 

acts under policy directions from the Government 

within the general framework of policy laid down 

by Parliament in a steric is by no means new in 

Csnada. The whole of our business organization has 

developed and operates under administrative pro- 


cedures and regulations laid down in accordance with 
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the policies set out in provincial and federal 

statutes dealing with taxation, with corporate 

structures, with minimum weges and with many 

other matters. In fact, the C.P.R. itself has 

from the beginning been subject to close regulat- 

ion on many matters and to general supervision 

of its main policies and accepts the necessity 

for public regulation. At the same time, we wish 

to make it clear that there would be grounds for 

serious objections, if a body such as the Board 

of Transport Commissioners were to be subject to 

interference by the Government on its day to day 

operations." 

MR. SHEPARD: Now the next heading, Mr. Moffat, is: 
"The Board Should Act More Frequently on Its Own Initiative". 
I understand you want to read that section ss well. 

A. "The Manitoba Government is of the view that 

the Board should not simply wait for applications 

and complaints to be raised before it and render 

a judgment on them. Rather, the Board and its 

staff should constantly be in close contact with 

the changing railway picture, and should take the 
initiative in directing the course of those changes 
when conditions warrant such steps. It has become 
too clear in the rate controverseries of the last 
few years, that the various groups interested in 
transportation matters are not equally aware of 
the implication of their own peculiar position, and 
are not organized with equal effectivenes. to raise 
their problems before the Board. If the Board 
continues to sct only on the request of some 


outside party, it is entirely possible that many 
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legitimate complaints May pever reech.1t., it for 
no other reason than that the party concerned is 
unaware that its position is being jeopardized. 
Under such circumstances it seems proper that 

the Board should act without waiting to be called 
upon; that it should advise all of the interested 
groups that the problem is now under its consider- 
ation, and should request them to state their 
case before it. A decision could then be reached 
on the basis of these representations and on the 
basis of additional information supplied by the 
Board's own steff. Accordingly, Board decisions 
would come to depend in lesser extent upon the 
ability with which any one group is able to 
present its own point of view. Instesd, the 
decisions emanating from the Board would reflect 
in greater measure, public policy - " 

Now, there is s slight change there. That is a 
period, the end of the sentence, the . phrase "as laid 
down in the Railway Act" in the mimeographed section 
Snoutd. be ylert out; 

THE CHAIRMAN: Well, it is in the printed copy too. 
Does it remain? 

Ay NO; LU comes ouv. 

MR, O'DONNELL: "“ as laid down in the Railway Act" 
comes out? 

A. Yes and just ends with "public policy". 

MR, CARSON: Public policy which is not subject to 
legislation? 

\, It is the same discussion es we have had whether 
the legislation should be within statute or orders-in- 
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"It would be the Board's function to actively 
administer this policy rather than to wait 

for someone to complain of alleged inconsistencies 
between that policy and actual developmemts in 

the transportation field. 

There may be objections to this recommendat- 
ion on the grounds that it would involve some 
transfer of function of railway managements’ to 
the Board of Transport Commissioners. In asking 
that the Board take the initiative when 
circumstances werrent it, there may be a 
Suggestion of some restrictions on the manager- 
tal functions. That is not the purpose of this 
recommendstion, however. There is no intention 
that managerial decisions should be held up 
until they have first been ratified by the 
Administrative tribunal. Rether managements 
would be expected to carry on the day to day 
operations of the railways as before, but the 
Board would be required to see that the cumulat- 
ive effects of those day to day decisions do 
not run counter to considerations of public 
policy. The Board should therefore serve as an 
independent check upon railway developments, 
without waiting for the railways or anyone else 
to draw to its attention, matters which seem 


prejudicial to some group or region". 


(Page 8515 follows) 
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MRS’ SHEPARD; Q.° Then) would you gocon:to 
the last section of the chapter, Mr. Moffat, headed 
"The Board should be freed from the restrictions o% 
its previous decisions"? 

A. The Manitoba Government is of the view that 


th the Board should de 
the Board should decide questions which come before it, 


On their individual merits, quite) apant) from’ the: Tact 
that similar questions have been decided in a particuler 
way in the past. Decisions which may have been quite 


4a 


proper end sound in the cirumstances which prevailed two 
and three decades ago, will not necessarily be the best 
decisions to make today. While this may appear self- 
evident, it 18 still @ fact that, some wecent Judgements 
of the Board seem to place undue emphasis upon solutions 
which are now, in our view, completely out-dated. This 
is not intended to suggest that precedent should heave 
no place at all in the jurisprudence which will be built 
up, by’ the Board an) the future, The idea of stare 
decisis te cefinitely or value in thet) it enables: the 
parties to a dispute to form some estimate of the 
decisions which will probably be reached. Furthermore, 
any board which attempts to follow any set of principles 
would, cf course, give a similar decision on a similar 
set of facts. The point we wish to emphasize, however, 
is that in so far as there has been a definite realignment 
of Anverests Jn reliway matiers Impunis country cin the 
Last two decades, it seems desirable to effect a fairly 
eomplete divorce from the decisions of the past and to 
make 2 fresh start. '2R may well be thet the, revision 
of particular sections of the Railway Act which will be 
recommended in other sections of this submission, will 


provide a method of pushing the accumulated jurisprudence 
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of the Board into the background end of forcing it 
to begin anew. 

we BUCH LO Chanter lil, Mr. Moffat. 

COMMISSIONER INNIS: Isn't there some contrea- 
diction in the first sentence: 

"The Manitoba Government is of the view thet the 

Board should decide questions which come before 

it, on their individual merits, quite apart from 

the fact that similar questions have been decided 

Ina pervicular way in the past’ . 

Then we go down. to: 

"Furthermore, any board which attempts to follow 

any Sev Of principles, ‘would, of course, give 2 

Similar decision On’ a, similtar set of facts. 

tS ems fF = 

®. 18 there no).contradiction involved there? 

Ra NO,  L OOn a Chink SOs sir, The question: 1s 
what facts you are taking into account. It may be that 
the situation thirty years ago and at present will be 
completely different, If you take into consideration 
facts which relate to the competitive situation, to 
the situation with respect to railway operation, and 
also facts with respect to developments outside the 
railway system completely, It is a question of how wide 
a range Of facts you are going to take into account. 

COMMISSIONER ANGUS: Are not the words "quite 
apart '' a little too strong? 

A. That is possible. It may be too strong when 
you say ‘quite apart", but the main emphasis is that 
they should not be bound by decisions when circumstances 
have changed over a period. 

MR. O'DONNELL: Doesn't section 51 give them 


that power now? 
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MR. SHEPARD: I think Mr. O'Donnell will have 
an opportunity to discuss that later on. 

MR. O'DONNELL: I thought as we went along it 
might be interesting to know what his view was. 

MR. SHEPARD: Turn to Chapter Tey Meier fark. 
The heading is "Railway service -- standards and cost. 
fe thinks sMrieChairmany Afwr might just read on the 
record now a short paragraph from the foreword which 
appears at the beginning of the printed statement, because 
it does give on page 7 of the printed statement 2 we way 
Short summary of what is included in ehapters) Lid giv 
V and VI in one paragraph about two-thirds down BASS if 
Ly readsnecefoltowss | 

"Chapters III, IV, V and VI deal with the standard 

of railway service and the cost of providing thet 
Service. The contention is that the people of Canada 
must be prepared to pay for the railway service pro- 
vided in Canada, but that this carries the necessary 
implication that the Board, which is supervising reil- 
way Operations on behalf of the public, should have 
the primary responsibility for deciding upon the 
standard of railway service, and should have the 
authority and responsibility to set up 2 more 
adequate method of determining the real cost of pro- 
viding that service." 

Mr. Moffat is now about to proceed to deal with 
"Railway Service -- standards and cost" in Chapter III. 
Mr. Moffat, will you proceed? I understand you are not 
intending to read all of the first section. Will you 


proceed to deal with them as you have in mind? 


Aw Railway Service -- Standards and Cost 
In the preceding two chapters we have dealt with 


the philosophy and attitude which, in our view, should 
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underlie the changes which your Commission will recommend 
in the legislation and the administration which controls 
railway operations in Canada. We now turn wan these 
discussions of general matters to 2 more SVC IIe NOON — 


Sideravion of certain aspects of the polioyviwhichy 13m our 


view, should be followed in the future. In that discussion 


we propose to consider three broad questions: 
(2) the standard of railway service which should be 
made available to Canadians; 
(b) the methods of determining the total expenses 
necessary to provide that standard of service; 
(c) the methods by which the amount of revenue 
necessary to cover those expenses is to be 
Secured. 
The remainder of this submission deals with various 
aspects of these three matters. In this present chapter 
we propose to deal with item (a} and with certain cane 
siderations which underlie item (b). 7 
The Standard of Transportation ataice 
it 28 self-evident ‘that’ the people of Canada) must 
pay for the transportation service which is provided to 
them. It is true that there are various ways of paying 
for that service, but each of them eventually comes back 
as a charge upon the people of Canada as a whole or upon 
certain groups of Canadians. 
The view of the Government of Manitoba is thet 
Since one of the fundamental facts underlying this whole 
problem is that the people of Canada must pay for this 
transportation service, it follows that the people of 
Canada as a whole have a right and a duty to insist that 
the standard of service which is provided is Satisfactory 
and that it is provided at the least possible expense to 


those who must pay for it. 


7 


o> ..? ‘ : ‘ a 
ie 
Hips icy ye 4 hoternnogrer | 2 


| be bite ae 


fond (oka Ne oan TeAEAbaedy Bue AOE 


oy 


cote terre aries woe a | . epi s: done 
1 v Awe i: 
 Jnadk SP bt seype, ores Cee: ‘ened ten’ formag 0" ce 

iy } cock ed “\; 
iF vest mae 2 re ty jr big” ae Dosa a abe FOG an. nEBOTES, ‘to moat g : i | 
5 . a 
Atvawubelb ASAD cay tu ‘ont! ne bewdl fee: at niuore:amste oe 


» 9 4 Jo at . ‘ * ad 
sf : 2 %3 A 
. Ah ex . +7 mf A+ aly | = i 
| .Hoidktde Mp! Reo come tehtena@o Ody beogprg 3 aa 


sof i‘ fr i: Ae be ta. ere recs a. arrow a th Me Os Oey a) Ares: sae eth: (apres ; 
? : 
‘ - 


d ” = a<-h — - 
i oe Cepeat ye a CP: ravs & a 
i > babes ePere QoaS 5 bP ne) ss Here -) i} @) >it 
i) 


‘ \ : 5 
= P i , + , ‘ 

i : pe ry ae ef % 5 eo ite : oy ‘datdhv wed: 2t OH. a] Soa Lap 
; M 

I 

f 
¥ Stave gRids reves of Yreecovun 
. a 

; . 
,, 
ry ry Tar : 

. & a 
yt 
ors . - 7 - ~ 
re WreeLssebconocee imadve tid: to aba smer . ott ) 
‘ 

, [ nor A an 

| © perl . - nD 
ys 7 oa E eet Ge Sasaiita 10:'2 'S6ges ‘4 
> ‘ 7 pe | = A » 
Nie tas 


E - 4 
oO. Ve eh 7 P nan Pie i” 7 e . 2: bw gee “ ts i 
| ‘ ay at ok SE boa a BIO. 3 ob - “1.8 
/ ‘ 
a) 
’ a - 
& © - 
ke M ’ Pyres Puy + : 

fae WR A , 4 OA Se iy ‘ , 

“a z oi oy So Cini SS See a fet a ng eee Rl en ae rennet we pam f a 


wie eo. ch ited) eta Be 19F apie Fy da 4 ‘) ve rrret 48D hye 38) SANT: t4% i 


7 
. ry ve 6 wy 310 “, + +. MCL Omri, Ret ets os as ; hy - 


~ 


in Lean) 6 eayons tated, | oy, 


hei 
a  «: - . P +h . a 
3 2G oLoosd eadv venga msidord : 


‘ 


it gwoliad or Lop tvrge ithe sauoqent ond 


weeny 
wn 


eve ay ai fultiw oo ied ‘no 1 cba 
ae x) Xi y Ti 


jened whe ah ae. 
pay’ : 
ty 


FTP - 8519 - Mr. Moffat 


it is for this reeson that the -first-item in 
the Manitoba brief of points is -- 

"), The national system of railway transportation 
in Canada, including all the railway companies, is 
one of the fundamental basis of the general welfare 
of Canada, and consequently 1t is ‘essential that 
this service should be maintained at a standard which 
is sufficient to provide adequate transportation for 
the products of Canada, but it is equally essential 
that the standard of transportation services should 
not be one which is beyond’ the capacity of the people 
er Usnada| te ‘pay ror.) 

As we have already "pointed “out “in* the “éhapter 
entitled "Regulation of Railways in Canada", this public 
control of the standard of railway service is a necessary 
cOuncerperc or whe Tact that Sa pubic pody nas taken ‘over 
the functions of determining the level of freight rates 
an Cenaqa. “The people "or Canada” have” piven’ toa board the 
qucy and responsibilivy to determine: the Level’ of freight 
Poves.. MWieu uuty Cannoe De carried OUT satisfactorily hey 
the Board takes the attitude that the railways can provide 
whatever standard of service they choose, and that the 
board's function is limited to determining the cost of 
that service and setting a level of freight rates which 
WLii meet? that cost. 

: Lire cue past the problem of the standard of railway 
service has not assumed great significance in the dis- 
cussiong as to the level of freight rates. In general, 
the Board has accepted the judgment of the railways as 
to the standard of service which is desirable for the 

country, and the people of Canada as a whole have been ~ 
reasonably satisfied with that method of disposing of the 


matter. It is our view that it should now be made clear 
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that the ultimate responsibility in this reg2rd lies 
with the regulatory body. In practice we feel thet in 
most eases it will still be true that the suggestions 
made by the railway companies as to the standard of 
service will be reasonably acceptable to the public, 
but we feel that it is essential that the Board make its 
own investigations and come to independent decisions 2s 
to the advisability of setting higher freight rates in 
order to provide ‘for a higher standard of. service. 

In its judgment in the 21 per cent case, the Board 
deals with this question of the standard of service in its 
analysis of the 1946 maintenance accounts. In that 
analysis there is no attempt to apply outside criteria 
on, tO, make studies by the Board itself... -Rather,.othe 
decision is to accept railway figures on the grounds thet 
Roa iwey operating: officdtals, are in close. touchywith. the 
Sacueta.on, and are better able to judge. the standard of 
maintenance which is required. We agree that the railway 
engineers are more familiar with the problems of providing 
a given standard of service and of, estimating, the cost of 
that. standard. A decielonwas to whether or: not Ghat 
Standard is to be provided, however, involves matters 
which go far beyond the railway itself, and in those 
mevters the railway officials can claim, no, paraiculer 
expert knowledge. For that reason we feel that, although 
the opiniors of railway Orficials shouldbe piven ser. ous 
attention, the Board should not overlook the opinions of 


those who will be called upon to pay the costs of the 
Service, ‘It 1s cur view that the Board ‘should take oll 


such submissions into account and after consulting 
independent expert advice, should reach its own con- 
clusions as to what is desirable from the viewpoint of 


one country as a whole. 
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THE CHAIRMAN: What is meant by “independent 
expert advice"? 

ee fC ONnSUAG I ne. 

J nevousseey alhesBoerdchastitssownnatale, oF Suppose. 
The railways have theirs. Is there then somebody else 
again? 

A. No, the thought has developed in the last decade 
as to some discussion about administrative tasks. The 
suggestion is, the Board's own staff plus private con- 
Sultants from time to time as a major problem arises. 

The relationship between the people of Canada 
and the railway system is, in this regard, somewhat 
Similar to the relationship between 2 large retail 
merchandise establishment and its delivery system. The 
problem is to decide the type of delivery service which 
LS tobe provided, which includes such questions es the 
frequency of Geliveries to thercustomers } whether: those 
deliveries are to be made ‘in new modern trucks orrin 
older and «cheaper vehicles, .andcwhat proportion of the 
total revenue of the establishment is to be set 2side 
to pay forthe delivery service. \One method of dealing 
with these problems would be to allow the manager of the 
delivery department full authority to ‘settle them himself. 
Sovlong es the totalvarea ‘served ‘by the establishment 
continued to expand rapidly, and the number of customers 
and the «wolume -of “goods ‘To)be delivered «continued ‘to 
expand Withnit, Lt might delquitevsatisfactory to leave 
these matters in the hands of the trensportation manager, 
for his. netural tendency to expand and improve delivery 
service would be quite in line with the needs of the 
company. But it would always be clearly understood that 
his decisions were subject to review by the general 


managerverrthe “entire Yorganization. Once the full area 


Sy, 7 
t Ae in 


eo j A 


€ 

»< \ ; ' 7 & 
iL ehrpeh fort: se mt SoqoLorot sscdrigaens ehh" (Om eRe 
- 

; 


gt ath ewviteri¢e tinh ded > dobeussehh mos: otle 
: . i : 7 eat. 
A mos othvida: sito Tints HO ot fg OE att OE ossetnagia 


a ae motdeta: dorom: 2 en) emis oF ee mot t. eshestue 
ry Segy ; 
ia : é 
7" 4 } Ss « ~~ oC Fi , 
| + fni ’ wesweed wivenroltsieor sat 4: 
, bs i. 
\ ,. me -. _ 
; be . Bane a et madee yawitod end? bas. 
aes ™ o * - ei. 
‘ Pe tea Me ry ings ivelex edd. og aelitmka 
. . 5 Cr: h wil tne. taaiatelldedes selsnodorem 
5H + sinet oF at meldorg 
i i 
| ‘ ¢ = 
o be Hs Wo  beblyotg scot ei 
* 


a tocmmla Frirsy ee ( 40 streved Ladod:|) 
t i 
| Ane ae Pe ee ON 
vlan Yoevileb: ad? FOP esSgey 


1+ to Aoeroe off Welic of of bivow saelderg Seety rhe tw 
Afsamit oskt sfiided ov virrrottes IG gas nt HenGob, ‘eavdige 
dia: Pewee eats. Se oleae ele olor eee Gee 2 

a 4 : baa 7, * -v a pt t =» es 4 5 Pe | sit faa © a 6 : 


SEES Nd XM en Sa ee ae eae : 7 
ns wate bes ei Dhar brian s of fee eat TAGS y) ry 


wie eey = Mr. Moffat 


which was tributary to the store had been supplied 
With weeular delivery (service, there would-eventuclly 
come 2 time when the general manager would need to assert 
his authority over the transportation manager and see 
that the activities of the delivery department were not 
inconsistent with the needs of the whole company .n the 
NEW (CUPCUMSTANCeS UC Lics our view sunat, Canedah teankways 
have now reached that position. New railways may be 
mecded simsome areas eand inew arecsimay be opened imap win 
the future, but, in the ‘main; the problem now cis :to;make 
Dac MUeSUupObe lO Le LUSe COL “exis UInepraiiway Tact Mipunes . 
The erate (Ol Mexpansionand (the: standard iom servEce oibe 
provided is no longer a problem which. can be safely left 
exclusively in the hands of railway management. It must 
NOW De vCoTisidercdtasspant eof sthe oversea bi onetuonal 
Seconomictpohicy. 

During his cross-examinetion of Premier Campbell 
On the brief ipresented iby Premier’ Compbedl»vat Winnipeg 
on dune) lst, ir. vans tsugcested\thay BtemoLror rvhe sbrief 
of points as quoted above, was equivalent to a suggestion 
Chev vwhevstandards (oryservice tovbeeprovided (by vthe raib- 
WeysewerewroeDen lal aMdown Dy US ToOLUtes* Mi Tiivtewror ithe 
discussion which followed, it seems desirable 2t this 
time to elaborate somewhat upon this item. 

There is no suggestion that the Parliament of 
Canada should be asked to pass a statute which would say 


that the Canadian railways must not spend more than a 


specified amount in improving the standard of railway 
service or that any particular improvement should be 
mode Go their rollingwsetock or track. Rather, tne sug- 


gestion is that in amending the present Rallway Act it 


* Transcript -- page 99. 
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should be made clear that the Board of Transport Com- 
missioners has both the authority and the responsibility 
for supervising the general standard of transportat:on 
Service provided in Canada. This would not be done on 

any mechanical basis by adding up national income and/or 
other statistical devices. Rather the thought is that 
from time to time the Board of Transport Commissioners 
should consider this matter and should reach 2 decision 

in the light of the relative prosperity of the country, 
the relative volume of traffic which is being carried and 
which is in prospect for the future, and other consicere- 
tions which might be important at the time. The prequency 
with which such reviews would be made would depend upon 
circumstances. The railways might feel that an improve- 
ment program should be undertaken and might ask for ea 

ba ve increase to: cover its cost. On therother hand, “a 

move for a change in rate levels initiated either by the 
railways or by the Government or the Board would automat- 
ically raise the whole question of the standard of service. 
In practice, it seems likely that the standard of service 
provided by the railways would not be seriously questioned 
unless it were so high that it led the railways to as 

bor a Tare increase tolsupporte- it or Uuntiess, the railways 
began to show earnings at such 2 level that the public 
began to Diess, TOr cither a rate reduction or an improve- 
ment in the standard of service. 

THE CHAIRMAN: Q. Just a moment, please. You 

say there: 

"On the other hand, a move for a change in rate 
levels initiated either by the railways or by the 
Government or the Board would automatically raise 
the whole question of the standard of serv:.ce." 


IS. 2b Ber tof your submission that the Government itself 
should -- 
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A... That. goes back,.to the. same point, sir, that the 
Government would have the authority by Order in Council 
asd. 7ect. certains lines Of.policy.,...Consequently. that 
CAEP LeS Witheit the right to initiate IHOUA eee lea ..co 
whether the rate level should be changed. 

a2. «Well, perhaps you need not’ go further than what 
is going on now, where the Government directs the Board 
to proceed to the equalization of freight rates. 

A. That sort of thing. As we see it, when that 
sort of problem is before the Board they must immediately 
face up to.the question of .the standard of service, 
whether it is one that the people should pay for or 
whether it is one that should be raised or lowered. 

Se A aio gyre 

bet MUCNT say, Speaking’ 2a) Lip) there Dt said, 

"Om dovered 1 vdid nov really mean that... Whet I mean 
a6 whether the standard of service might be one that 
Should not be covered by freight rates and that the 
wevel of rates should not be raised to provide that 
standard of service, although there is no question 
thet the railways should not be allowed to raise their 
standard of service if they want to. 

NR SHEPARD Ss | oO. Uinoother words, 1 uake. ue, 
Mr. Moffat. that you consider that a rate regulatory 
body such as the Board of Transport Commissioners cannot 
fix rates without inquiring into standards of Service, 
and you consider that for rate-making purposes the Board 
Should havé control over the standard of service: 

ha hat is copress, It does not) seem possible to 
SoG 8 level of freight ,etes thet is satisfactory from 
the over-all point view of the country as a whole, simply 
by taking the existing standard of AecrVvice,;, 2sdcing up the 


COSt OLS 51, And sayings his will bevallowed. “thetic 


A 7 Maly, 


ro a ante ie 
Bark ue — au 
yo. eitg. net Bit h i 
hana, yb Aveupacte’:* estos weaat aie 9% 
os 82 Belen 23 cdGn2 ng dcgh, etd cm a < 
boards ed bivoge {ov af. oto © ea 
SI NSA en J4U7 02 TOO PSs NOY agsuneg AEM, ool a 
. Grand fy Braet ch Jeees 2200. St4.F)_ om Rite M00 RO aciteg at 7 


} -aetar tigtox? To wottesiieves. 2 ome, ot. bose pong hat = 
| to 4 A all a » 


~ P ) —»* Pew se. 
if - Ste = u@ a spe Ve Stes 


W <a : oO mle 20 Soe: eat ir ¥ 

‘4 ' ‘ ayy ; 

i oa wh a" ’ n 7 
gladsiowet tenn gedd basoll ett. exeted eb.moetdeng 20 fx08 | 


. aii gt werden 
: « fd god! emo, ali gt ssiveme 
. ‘ ¥ = 
a4 ‘ 
4 cew o mare tt wean 
i § “|; b . Oe B21 y il 4 ] | « at Sw. 
e ae ¢ 
ow ris i } 
“ J ' ; i 
- w biped ae oe ‘é we 
nm * of 
. 
a r F 7 A fon baw \ 
Atk AR f e vad 2% oe “ ‘ 7% 
. if 
= be x 
F \ 
a “ ee -~-. 
F : : toe ES hevewal TO 
r : Yeas -j on ee 
7 
Mi , - a] bel _ ml os dap 
me YIOG Bb theo eh at 180-20 ae 
nae : - : = me 


J ° _ ; . e 
sad a & f eg an bake PAD J 5 at av af ti 
£ a * ml Se 
i 
. ’ . it ea 
: — = % t : 
| 7 DES eee ee a % j é ca Oo | 9 , ‘ 1 ‘ — 13 =, kao de as STE bs _ 7 
| ; : i be . 
‘ — eaarriet wel ad oh : 7 
a RUS Oo Sh bivorne eycwl ion sey) 268 7 p 
< in EAM: . ex: z 2s f > ae ae Sale aa a, x a 
* rae 7 


: f j ¢? » M - “ey 
7 ; “ P . y . 1 was ¢ “ ; aree vi ad 
) - ~ ae 2 7 20) -RnKL > Lue B's © det wet or i ae, Pht os jis © ; 
a < os? * F “y a Peas -« 7.5) % Ms * + : as wey ~ ven q 


> oe 


-e 
~ te 


erP 


2 E5en Mr. Moffat 


! 


necessary to provide for." You have got to pay some 
attention to that standard without any implication thet 
the railways would be prevented from raising it if they 
Wenved to raise it, and if they can do 1% without raising 
Potves stnen 10 aS quite Within theirvjurisdiction to, do 
as they like. 

COMMISSIONER ANGUS: Isn't there just the pos- 
Sibility that it might work the other way around, that 
people might say, "We don't like these rates. You had 
better give us a rather cheaper service," and begin 
cutting safety standards, shall we say? 

fo ere) TS. .a) Canger, wes.) | There, is ra lwaye,, cae 
argument as to what safety standards should be amaintained, 


yes. 


(Page 8526 follows) 
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Q. I suppose, Mr. Moffat, you recognize that there 
are two standards; there is a minimum and a maximum? 

fs Lae oT Lae een. 

Q. And the safety standard you would put as the floor? 

A. That is corrrect. 

Q@. As far as the standard of safety is concerned, 
Turning to the next section, Mr. Moffat, headed, “Estimating 
the Cost of Transportation Service," I understand you wish to 
read part and summarize part of that section, Will you pro- 
ceed piease? 

A. At the beginning of this present chapter, we sug- 
gested that the discussions in the remainder of this sub- 
misston would be divided into three broad categories. We 
have now dealt with the first of those broad categories, 
namely, the problem of determining the standard of railway 
service which should be made available to Canadians, and we 
urn to the second of those problems, that of determining 
the total expenses necessary to .. .provide that standard of 
Service. 

When it is faced with a decision as to the level 
of freight rates which are to be charged in Canada, the Board 
will immediately find that it must reach a conclusion as to 
the amount of money needed to pay for the standard of railway 
service provided in the year which is under consideration, 
together with the amount, if any, which is to be provided 
for the purpose of improving the standard of service if the 
Board considers that such an improvement is necessary. In 
its attempts to reach conclusions on these questions, the 
Board will inevitably find that it must make a careful 
analysis of each of the main categories into which the rail- 
way expenditures are classified in the accounts of the rail- 
ways. Having arrived at..a conclusion as to the amount which 


Should be properly included in each of those accounts, it can 
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then calculate the total amount necessary to cover the 
expenses of providing the standard of service which has 
been decided upon. Its decisions as to an increase in the 
rate level will then depend upon whether revenue from 
existing rates will be sufficient to pay that total and 
upon any other sources of revenue which are to be taken 
into account. 

Now, the brief includes a table which was put in 
purely for illustrative purposes, to give some perspective 
as to the magnitude of some of these items. There is no 
argument developed from it at this particular ‘point in the 
brief, except to give some idea of the approximate magni- 
tudes, and I do not propose to comment on it other than to 
ask that it be taken into the record as it stands. 

In order to provide some perspective as to the 
magnitude of the various items in railway expenses, the 
following table is presented from the 1948 annual report 


of the C.P.R, (1) | 
($ millions) 


Mei nvenence Ot) Way and Structures wisi: gic 4 
Meg ROMane ey Ori Amery ciate etait lide) me \ i atu 265 
SA ECE ag ialeletityuctidamtatase sy ecehetthecs jalectals lace Genin ie ate Chow 
Jugishicie oheheawerhe lava Aree, Aen cone inet hahha la te Ume Don P Mant FE 154.1 


Other expenses, including taxes 
SXCePU INCOME WTAE ee he oles Wile Shay 29.0 


POGS We eet, oot. Se Pat LOUD. ge aye FP 
A somewhat different breakdown of this same total would 


be as follows: 
($ millions) 
Wages(2)..., oeseoeoeoeeee47455oeoevskesesesee4ee7e2e1e¢8@ee8e¢8e 0 6 = & @ 6 6 1@. T6Es0 


Pepeecianion ts: oeoe@teseeeweeveeeveeseeer eee eereeeeee 28.5 


Cost of Materials and Supplies ihm improve 106.4 


LOL era eee Co coe ee renee ere eee ne te met ater at te! Oy 15.8 


eee aig Sie cin a's ema didieuis avelaie Siu ey, 


Annual report - page 31. 
Annual report - page 40, 
Annual report - page 30. 
Exhibit 49/108. 
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In dealing with a rate increase apHDAe ATA ote the 
Board would, of course, give attention to each of these 
items and to the components of each of them. In this pre- 
Sent submission, however, wedo not propose to deal with each 
component but rather to devote our attention to a few of the 
more important of them. A separate chapter is devoted to 
depreciation charges and other methods of providing for 
the cost of assets used up, and another separate chapter 
deals with expenditures for maintenance of road and rolling 
Stock. In this present chapter we propose to deal with 
certain broad questions which are applicable to expenditures 
generally, and to some aspects of the expenditure accounts 
which are not dealt with in the detailed chapters. 

Q. Then turning to the next section, Mr. Moffat, 
which is on page 8 of Chapter III of the mimeographed sub- 
mission, we see the heading, "The Elimination of Unnecessary 
Expenses." Will you please deal with that? 
A. This section I would like to read directly as it 

stands: 

In its attempts to determine the cost of providing 
a given standard of railway service, the Board should give 
careful attention to the need for eliminating all unnecessary 
expenses with a view to securing, for the people of Canada, 
the standard of service which is decided upon at the lowest 
possible cost consistent with that standard. The frst 
point to which we would draw attention in this connection is 
that the Board should have the authority and responsibility 
to see that the Canadiain railways take full advantage of the 
equipment available to them and of modern improvements which 
will have the effect of providing a satisfactory standard of 
service at a lower cost. Obviously, with the limited tech- 
nical knowledge of these matters which is available to us, 


it is not possible for us to give any precise suggestions in 
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this regard. But it is our view that your Commission 
Should recommend that the Board of Transport Commissioners 
should give continuous attention to this matter and that in 
considering the level of freight rates to be established, 
it should take into consideration the possibility that 
further improvements in railway operating techniques and 
in railway equipment might materially reduce operating ex- 
penses and consequently increase the operating profits 
which would be secured from any given level of rates. 
COMMISSIONER ANGUS: Q.. And if these required new 
investment? 
ia There is the majority of a chapter, sir, Chapter 
VII, that deals with the question of financing additions. 
THE CHAIRMAN: Q. You say you think that the Board 
in considering the level of freight rates to be established 
Should take into consideration the possibility, and so on, 
of further improvements. In fixing rates to-day, how can 
they there and then take into consideration in fixing those 
rates the possibility of further improvements? Is that 
what you mean? 
A. No, not precisely that. There is the possibility 
-- I am not suggesting that it is happening at the present 
time, but there is conceivably the possibility that the 
railways might be operating with the existing equipment 
and without having brought in new equipment, with the 
result that their losses were to some extent--- 
Gen) neir Own au? 
A. Their own fault; and that the Board should take 
that kind of situation into consideration, and that the--- 
Q. Well, that would be a present consideration; that 
is, the Board have an application before them, and they 
say, "We find that you would not require so much additional 


revenue if you had better equipment"? 
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A. That is the sort of situation, yes. 

ae) ines DRInes youl to ithe present; but I thought 
you were suggesting something else there, when you say 
that the Board "should take into consideration the poss 
bility that further improvements in railway operating 
techniques and in railway equipment might materially reduce 
operating expenses." You do not want them to go into the 
future when they are considering a present application, do 
you? 

me Well, (the future only (to the extent that maybe 
next year they would bring in something that is now know 
and available, that might reduce the cost; it is that sort 
of situation. 

Q. In that case the Board then on its own initiative 
Should proceed to reduce the rates if they think it is 
proper to do so; is that right? You see, how can they at 
the present time take into consideration the possibilities 
of future improvements which might make the tasks of the 
railway cheaper to the railway? They cannot do it to-day; 
they cannot say, "We will give you so much to-day," when 
perhaps in five years' time there will be a different way 
Of operating. (“You do not mean that? 

A. NO, 1b could not--- 

Q. Do you mean that they should keep a watch on the 
railways, and when they see that improvements are coming 
along they should reduce the freight rates accordingly? 

Is that :.what you have in mind? 

A. No, I would not say reduce freight rates according- 
ly. It would be effective more in terms of the attitude 
which might be taken towards a request for an additional 
rate to cover improvements or the purchase of new equipment 
and that sort of thing. It would only come into play, as 


I conceive it, at a time when there is an application for 
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an increase in rates or when there is an application by 
someone for a reduction in rates, and this would not be a 
mathematical calculation; this would be one of the con- 
siderations underlying the general approach to the thing. 

This question of the efficient use of railway 
resources is not limited to the use of plant and rolling 
moock but, 10 apptice to the use. of Jabon as well. \Both in 
the interests of maximum total production in Canada and in 
the interests of eliminating unnecessary railway expenses 
we feel that the present shortage of manpower in Canada 
Calis for the utmost efforr: cosee that full, use is meade of 
every man retained on the payrolls of the railways. 

COMMISSIONER ANGUS: Q. When we had Mr, Kelly 
before us the other day, he complained that the railways 
had been doing this very thing, and he called it 
intensification and argued that the railway workers should 
get higher wages because of this policy. Would you give 
the Board control over wages in any way? 

A, Well, as far as the question of wages is con- 
cerned, the next section comes to that very point. The 
thought here is, as in the preceding case, rather un- 
precise, simply to express the opinion that these are the 
sort of things that cannot be overlooked, although you 
cannot reduce them to any exact calculation as to what you 
should do about it. 

We are fully aware that the requirements of safety 
under emergency conditions occasionally lead to situations 
in which there is an apparent duplication of functions 
among railway operating employees, and we would not suggest 
that such duplications should be eliminated. But many 
persons who are not familiar with railway operating condi- 
tions have formed the impression that duplication of func- 


tions among railway employees is not limited to situations 
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in which safety is involved. A major study by a highly 
qualified staff would be necessary to determine whether 
such unnecessary duplications are common and to assess the 
Savings in operating expenses which might result if such 
duplications were eliminated. It is not our intention to 
Suggest specific measures in this regard but as in the case 
of efficient use of mechanical equipment we feel that your 
Commission should recommend that the problem should receive 
attention from the Board of Transport Commissioners and that 
possible savings from its elimination should be taken into 
account in future rate cases. 
Closely related to this matter of the efficient use 
of railway equipment and labor is that of the elimination 
of unnecessary duplication of railway service. In practice, 
the main problems of duplicate railway services arise from 
the fact that in many cases the two great railway systems 
of Canada provide services which are closely parallel to 
each other, This matter is referred to in Section 2(e) of 
Order-in-Council P.C. 6033 which directs that your Commission 
should: 
"Review and report on the results achieved under the 
Canadian National-Canadian Pacific Act, 1933, and 
amendments thereto, making such recommendations as the 
present situation warrants." 
Here again, the limited technical knowledge which is avail- 
able to us makes it very difficult to offer concrete sug-~ 
gestions. We would point out, however, that in the hearings 
before the Board of Transport Commissioners on the 30% 
increase application, the Board held that it could not deal 
with this question because the Canadian ea ealenaeen Mer 
Pacific Act provided that reports on its operation should be 
made to Parliament. It is our view that your Commission 


should recommend a change in this legislation so that in 
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future rate cases the Board of Transport Commissioners will 
be able to take into account, in its decisions, any evidence 
which is available with respect to co-operation between the 
two railway systems and the possible Savings which might 
result therefrom. 

COMMISSIONER ANGUS: Q. Would you limit that to 
rate cases, or do you think the Board should have con- 
tinuing supervision? 

A. Well, sir, the philosophy that we have been trying 
to build into this brief with respect to control over 
Standard of service and that sort of thing is that the 
only time it is up for any concrete decision is when there 
is a decision as to the changes in the rate heve Dy that. so 
long as the rates go along rather Smoothly and nobody is 
asking for an increase or a decrease, questions of standard 
of service and that sort of thing are more or less in the 
background, and the only time when any of these questions 
comes up iS at a time when there has to be a decision with 
respect to rates, which would carry with it the implication 
that they might keep an eye on this thing as it went along 
from year to year, but no action would be called for eXCEptL 
at a time when something is being done about the rate level, 

Q. Do you mean that they would have a staff of ex- 
perts who would come into being only when rate cases were up 
and be put on half-pay in between? 

A. No. That problem again comes into the Admin oteaee 
ive section. The suggestion is that they might have a 
relatizvely small technical continuing staff, and a practice 
Of biringing in outside consultants when problems come up. 

MR O'DONNELL: Q. They have a staff now, haven't 
ae at all times, to your knowledge? 

A. Yes, they have a staff now. 


MR SHEPARD: Mr. Chairman, I think I might just 


oe am 


| 9 7. 


<n, ie Dan gsaedT ‘DteGe Vhs as 
oe Heke # res v4 ie : hee OD a ta - eo eee ; mel ‘ Pine 4 > a" an as 
y iy Dn Lae y = 
booe at at (PaMOOOE: OF | 


“, WA pee] < t ~r. ae Se Ge on b f - Sie € «sto ‘ 7 pr ? moe 
2 UPS cher eter) om. . pied ean 
fy 


¥ oh a a 
£ pe Palos be betes 
ae] 
ofinve wh 


- 
: pm, &-§ ney « eee ae ¥ > Deahet be) 
Ameytes Sey Steg’ OP ai} ate 904 80% Atty on pa es ea ak 


ore 
oy 


trig SRAZVGEe afaiteaey oct! pa eaotaee we 1%, 


pivot «BUNK BAROTE BEIMMOD has 


J ThA S ar c | ; 
i) ar 5 2 Us h ; Wax ek es 
. - 7 q 
é . aU ; 3 ale ot Es ‘ 7 ot ps oh fy “fg By att wo ie ob ey one rp ad 


a A ee a 4 ebro satuatg 


i } * ‘ 
‘ pt? ? f ‘ 
2 w tadt yaquentidg eat yaks, fren yn 


o Dra baie uF 


' te then am foros 
» AE the | ;) 2 ihe Wits Jwiv ine 


ae 
i 
; 
< 
* 
a 
* 
* 
a 
i ~ 
~ 
a 
ne 
ed 
~~» 
D 
o 
- 
te 
—s 


: 5 d ‘ oe ae = : Mat 
~ CA 
7 > fr + 4 oh Fs o at 
‘ aw " j a.55 j 
; es | Laitto Be j Mont 2 GS 
r = 4 - . ry 
ey . 
4 am « ps 
a : ° e #aAbl 
iy : " ; 4 ; Zz pads = ~ ‘a J - i 
7 Sree i . ae . 
. 
4 +h se" jatnas 
i : i ; a 
a “4 ; 5 "= rg ‘ < ~ / t 
bese resp. : cx 3 
’ q y bom pA fed 9 d laa | 
rk 2 eels | i mp B aE au With se {os ae 
‘ I 2) as = a s 
~y it ~ re it Heyvrrot ass id 
: 7 7 oe i ee Be ws yee AJL eMeenss tsils EG 
wad ms . gate oe bares cin re ‘ 
: ‘i tg > Z 
¢ . ? my ¢ rt “ 
, - d T + a Q m7 ( tf ' ) i? » 
t | i rae aes one v4 ft ‘ 78 i $7 > he ¥ 
? es beef 3 2 re Bs “ : h 
af = 4 kee T 
ha F ig ’ a a: Eee NAL € > ‘ wp Jv wy 7h 28 » a 
a. re Pipe Seto A - “ Zé whe . J L 
+i 
* ‘ 4 
| trig tet yodd tedd 
3 ‘- ne ; 4 : ore Cj ’ x fi has. . -* \ M Mov, | 
wiles ? , i. ¥ ; 
=a 2 
| ‘iid . ERO Of BROy MoT. 
cc : 4 te Pee aw » .* a eh 'y “ al nf x 
nt e si 5 iH ind a ne u ; 
‘ 
iF ay | aA - J 4 it a | 2 F A; a nin Pa ANOS fonw e wis i & 
. rt 


bi i Sotg Faar «' + igi 7 


. orcs “ P 7 


4 


REQ 


Ree Mr. Moffat 


draw the Commission's attention to a paragraph in the 
majority judgment of the recent 8% interim award, which 
appears on page 11, under the heading "Economies effected 
pursuant to the Canadian Pacific - Canadian National Act 
of 1933." I will read just the first sentence;: 
"Under the existing legislation, as provided in 
the Canadian National-Canadian Pacific Act 1933, this 
Board is not empowered to consider what degree of co- 
operation, if any, has been achieved by virtue of 
tha tech. | 
THE CHAIRMAN: That is what your submission says, 
that returns are to be made to Parliament each year, that 
some committee of the House of Commons consider these 
things. Is that the idea? 
MR SHEPARD: . Yes. 
THE CHATRMAN: Perhaps of the Senate as well. 
MR SHEPARD: Mr. Carson suggests that I read the 
balance offihevparegscrapner: 
"The respondents urge that a condition. precedent to the 
granting of increases in freight rates should be proof 
by the railways that all economies contemplated by that 
Act have been achieved. While I do not subscribe to 
any theory which would result in placing an impossible 
burden on the applicants in this regard, I have however 
great sympathy with much that the respondents urge. 
At the present time it is beyond the Board's jurisdic- 
tion to inquire into that question, but I find again 
that one of the matters referred to the Royal Commis- 
sion on Transportation in P.C. 6033 is that it 
'Review and report on the results achieved under the 
Canadian National-Canadian Pacific Act 1933, and amend- 
ments thereto, making such recommendations as the 
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THE CHAIRMAN: What is the desideratum underlying 
all this? Is it that the Board should be empowered, 
equipped, so that it can go around pointing out things 
that might be done in the interest of economy by the two 
railways, ordering them to do it? 

MR SHEPARD: Yes. 

THE CHAIRMAN: Is that the idea? 

MR SHEPARD: I think our submission would go that 
far, sir. I think the submission is that the Board should 
have the staff and the, authority under the C.N.-C.P. Act 
or in some other way to see that there are any economies 
effected which should be and could be effected. 

THE CHAIRMAN: And order the railways to do them? 

MR SHEPARD: Yes. 

THE CHAIRMAN: That would be a continuing inspec- 
tion. 

MR SHEPARD: A continuing proposition, yes. 

THE CHAIRMAN: Orders emanating every onee in 
a while; yes, I see. 

MR SHEPARD: Q. Now, Mr. Moffat, turning to the 
next heading in Chapter III, "The Relation Between Wage 
Levels and Rate Levels, would you please deal with that 
section? I understand that you propose to read the first 
page Ns and I take 10, Mr, Chairman, that the figures in- 
cluded will appear in the record, without the necessity of 


being read, and Mr. Moffat can proceed to deal with them 


following where they appear in the brief. 


THE CHAIRMAN: Yes. 

THE WITNESS: # tudl study,of the problem. ‘of 
transportation in Canada will not be complete if it does not 
take into consideration the wage load carried by the 
Canadian railways. It is the largest single item of their 


operating expense. In 1948 wage payments by the C.N.R. and 
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Mr. Moffat 


the C.P.R. totalled $426.6 million, accounting for 57% of 
the total working expenses paid out in that year by the 
railways. Estimates provided by the two railways show that 
the increase of lfc an hour awarded in 1948 to all railwey 
employees added $67 million per year to the operating ex- 
penses of the two companies. The close connection between 
wage expenses and freight rates was pointed out to your 
Commission by Premier Campbell, in his presentation at the 
Winnipeg Regional Hearing, in these words: 

"I do not wish to become involved in details 
regarding the relative importance of increases in 
operating costs resulting from wage increases, traffic 
volume increases, increased depreciation provisions, 
increased prices for materials, or increases from 
OuUner causes... Ji. merely, wish to, pointcut that e111 
these items should be reviewed from the point of view 
Of The: public Bocd. “The recent freienti rave increases 
have been authorized to cover higher operating costs. 
One of the important causes of these higher operating 
costs is the higher wage bill of the railways as a 
result of increases granted their employees. Thus, one 
of the issues is a decision as to whether Canadians 
should pay higher freight rates in order to ensure to 
many categories of railway employees a level of wages 
higher than that paid for comparable work clscwhere 
throughout Canada. In our view this is a matter which 
ig too important to be overlooked in your deliberations." 

THE CHAIRMAN: Q. Does that mean, then, that in 

fact the railway employees are receiving a level of wages 
higher than those paid for comparable work elsewhere? 

A. Well, the figures are shown on the next page, sir 
they speak for themselves. 


THE CHAIRMAN: All right. 
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THE WITNESS: Recognizing the close relationship 
that exists between railway wage costs and railway operating 


costs generally and the amount of money which the Canadian 


people must make available to Canadian railways, either 
through freight rates or by some other method, we are sub- 
mitting for consideration the 1946 and 1948 data from 


Exhibit 49/117 filed in the 20% case by the C.N.R. 


Then there follows the table, which I would like 
to ask should be taken into the record as it stands. I 
might ask that the page be taken in completely; it wuld 
save reading the second table down at the bottom of the 
page as well. 
CANADIAN NATIONAL RAILWAYS - CANADIAN LINES 
Rates of Pay, 1946 and 1948, 


Certain Classes of Employees 


Classes of Employees Rave ‘rer Hour 
1946 1948 
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CANADIAN NATIONAL RAILWAYS - CANADIAN LINES 
Rates of Pay, 1946 and 1948, 
Certain Classes of Employees 


Classes of Employees Rate Per Month 


1946 1948 
tess 4 SP er nae j ‘ P SO PLoT vel Seen 
heent ie ek ; Pivt ee ss ew 256.00 
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Rate Per Day 
Rate 


Classes of Employees 1946 1948 
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Brakeman - PASSES? pa aviety o's 150 6.64 8.00 
ygea'd hah Perera 100 6.73 8.09 


The latest available statistical data issued by 
the Dominion Bureada of Statistics on Employment and Earnings 
by Industry, taken from the Labour Gazette of \ugust, 1949, 


shows the average weekiy Salaries and wages Lor the nine 
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There is no additional 


information as to the number of people who are cmployed at 


these different occupations? 


A. You mean the occupations in the bottom table, 


manufacturing, logging, and so on? 


Q. No; in the one on page 65 or--- 


bp LS GOmror (then tabie? 


A 
ws Yes. 
A 


» No; not available to me, sir; there may be in some 


Cf wtne exnibilte; 1 am notuaware of At, 


I might point out that the first table here is 


taken from an exhibit in this case; the second table is 


taken from figures published by the Department of Labour 


on the basis of reports from the Dominion Bureau of 


oeetLetics:, 


Then, starting to read at the very bottom of 


page 12: 


Within the Transportation group the employees in 


steam railway operations received the highest rate of all 


those listed, namely, $56.64 per week. Within the Con- 


struction and Maintenance Group, employees in reilway con- 
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struction and maintenance received an average of $42,91 
pen, week, 

it is apparent, therefore, that wages paid to 
employees in steam railway operations in Canada are now at 
a level which compares very favourably with wages in the 
highest wage industries in the country and which is very 
Substantially above the general average of wages in Canada. 
In view of this fact, and because there is, without question, 
a direct connection between wage increases and freight rate 
increases, the Manitoba Government believes this aspect of 
the transportation problem should receive your Commission's 
full consideration. 

THE CHAIRMAN: Q. Do you recommend what might be 
done aboutevit? .oWhatsis the) céneralvimoort jof this? That 
Since these railway workers are getting higher wages there 
should be less of them required to do the work? What would 
be the general result; that you have in mind? 

hor Well, so Partas*my instructions and my authority 
from the Government are concerned, it is that this is the 
statement which the Government has authorized, and they 
would prefer .thatvl should’ notvexpress any further opinion 


beyond what is stated on the submission. 


(Page 8541 follows) 
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THE CHAIRMAN: Well, I hope somebody will help us 
with it, 

A. wi.e@an sey this, that the objective in putting in 
this section at sll is that it seemed desirable to us 
that such an issue of this magnitude should receive 
some public recognition and that the facts should be 
brought to the attention of the people of the country. 

A. Well, it is not an issue unless somebody takes 
Sides. For instance say you have locomotive engineers 
and you know what they ere getting today and what they were 
getting in 1946. Is the inference that there should be less 
of them and each one should do more work or what is the 
idea? 

A. No sir, I have not any suggestions. 

COMMISSIONER ANGUS: When I asked oe question about the 
previous section, about the intensification of labour, there 
seemed to be a sort of suggestion that the Board of 
Transport Commissioners should have something to do with it? 

A. Yes, there was in that section. 

Q. Is there that suggestion? 

Pras NO ms ont weInk sO Tn this case. 

THE CHAIRMAN: Well, what do you mean by "intensificat- 
ion of labour"? 

COMMISSIONER ANGUS: They were used by Mr. Kelly the 
other day suggesting that after an increase in wages the 
railways tried to show the people that there was no wastage, 
that every half hour was occupied. Mr. Kelly called it 
intensification but there was no suggestion that the Board 
of Transport Commissioners should have anything to do with 
ae 

Pideh bigs ak WOOT” Deedee eh). 5 

Q. There is no suggestion that they should not? 


A. No, there is no suggestion either way on that. 
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THE CHAIRMAN: Is there anything helpful in that? 

A. Well, the view of the Manitoba government was 
that something helpful would come in the form of public 
opinion, letting the public look at the facts and draw 
their own conclusions but they did not feel that they 
should offer sny suggestion as to what .should be done about 
ue 

Q. This submission, of course, is addressed to us, 
ac) «aly vane erie 

MR, SHEPARD: That is correct, Mr. Chairman. 

THE CHAIRMAN: Did you have anything to tell us as 
to how these figures would be helpful to us? 

MR. SHEPARD: Actually Mr. Chairman, I think as far 
8s Mr. Moffat's instructions and my instructions are 
concerned, we were authorized) to put) this section im the 
brief simply pointing out the existing facts and it was 
considered, as Mr. Moffat explained, that the facts were 
Such that if there was benefit to be derived to have that 
widely known, and that is as far as we can go. I admit 
quiue freciy (it 18) not es Nhelprul as we would’ likeute put 
before the Commission but those sre our instructions. 

THE CHAIRMAN: All right. 

MR. SHEPARD: Referring to Chapter 4, Mr. Moffat, 
"Estimating railway operating expenses" first of all and 
then it goes on to deal with the place of the Canadian 
National Railway in the making of freight rates, question 
of division between rail and non-rail assets and finally 
the general heading of "Railway Operating Expenses of the 
C.P.R." Now I understand that you wish to summarize the 
first. three anda little bit up to the bottom of the top 
paragraph on page 4 of the chapter rather than read it. 
Would you proceed to do so, 


A. I think a word of explanation of the heading of 
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this chapter might help clear up some misunderstanding. 

The heading itself is "Estimating Railway Operating 

Expenses" and the first problem to be tackled is which 

railway and what operating expenses, and that is how it 

happens that the first discussion is whether the C.N.R. 

is taken , account of and the second question that comes 

up for discussion is which part of the C.P..R. corporation 

should be considered as part of the railway operations. 
Now, so far as the Canadian National R3ilway discussion 

is concerned, we have thought it would not be necessary 

to read the entire section. There are two or three reasons, 

I believe it is three reasons, as to why we think that 

the present position should continue, nemely, that the 

Canadian Pacific Railway should be used as the yardstick 

for rate making in Canada and our suggestion was that we 

would not read those at this time but simply start in at 

the end of the section at the top of page 4 of chapter 4 

beginning "At this point we would like to refer parenthet- 

ically to subsection(c) of Section (2) of Order-in-Council 
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CHAPTER IV - ESTIMATING RAILWAY OPERATING EXP2NSES 


Lteie Ob ove Briehiof Pointe reads: 

"Since the railway transportation service must be 
paid for by ‘the people of Canada,it 18 essential 
that some system be established whereby the expendi- 
tures and revenues of the railway system can be 
Carelruliy Sscruvini zed) from the) point or view of 
the public interest. gnorder that the level or 
railway rates can be determined on @ basis which 
16 fair both to the railways and to the public, a 
set of principles and a system of records must be 
adopted for use in determining what expenses are 
properly chargeable against those who use railway 
services and what standard of maintenance and 
improvements are desirable and necessary in the 
interests of Canada as a whole.” 

We have already expressed our view that the Board 
of Transport Commissioners should assume greater respon- 
Sibility in regard to the decision as to what standard 
of maintenance and improvements are desirable and neces- 
sary in the interests of Canada as a whole.” 

ly this (chapver and the two whiten tol low at.. we 
deal with the system which should be established so that 
"che expenditures and revenues of the railway system 
cen be carefully ‘scrutinized from the point, of view of 
the public inverest. | In these same chapters we deal 
with the. "principles v0. . for use in ‘determining wiay 
expenses are properly chargeable against those who use 
railway services." The question of the records neces- 
sary for that purpose is covered in a separate chapter. 
Still another chapter is directed to a consideration of 


the over-all financial position of the company. 
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The Place of the C.N.R. in the Making of Freight Rates 

Before any steps whatever can be taken toward 
a determination of the expenses necessary to provide a 
given standard of railway service, a decision must, be 
reached as to what railway or group of railways is to be 
used as the yardstick in measuring expenses. 

On TirsGicasual’ consiceratton iit world ween 
opviousiicheciche: practical othing ive da@iwould ‘beccue .vake 
into account all the railways and to base decisions upon 
the average position of all the railways. Rage Css yn 
fact & the practice iwhich fis: followed) in ‘the United States 
and which works out quite satisfactorily there. tiny 
should be pointed out, however, that in the United States, 
there are 30 or more Class I railroads, and that the 
taking of an average of 30 railroads automatically 
includes a number which are very efficiently operated and 
a number which are, for one reason or another, operated 
in Ela reaiecenre ts manner. The result is that Preight 
rates based upon the average of all the railways, are 
such as to offer good incentives to the efficient rail- 
ways in the form of an opportunity to earn relatively 
satisfactory profits while, at the same time, putting 
strong pressure on the less efficient railways to improve 
their operating methods. In Canada such a system would 
be completely impractical for the simple reason that 
there are really only two major railways and the peculiar 
characteristics of each are so important that any 
average would inevitably prove unsatisfactory as a 
measure of the needs of either of them. 

In the past, the practice in Canada has -n¢en 
to use the results of the C.P.R. as the yardstick for 
determining rate level \cases. The reasons for omitting 


the C.N.R. from such consideration have been stated at 
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length in a number of arguments and decisions over the 
Dasit 50; years : TMhevfiilrstireasom isvihe fact ithat the 
Capital tratructure lof the Ci.N iResbased: (86 taht nts spond 
reorganization of a number of bankrupt or near bankrupt 
Bined! asitsuch that es Waxed rohareesweare (famiinm cexcess 
of those for comparable, railways on the North American 
continent. Consequently, to set freight rates at a 
level sufficient to cover operating costs of the C.N.R. 
and to pay C.N.R. fixed charges would mean that the 
people of Canada were being called upon to provide to the 
C.P.R. a level of rates far in excess of anything which 
could be justified by the needs of the C.P.R. alone. 

In our view, this by itself, is a sound reason for 
rejecting the C.N.R. as a yardstick. 

In addition to the question of the capital 
charges and corporate structure of the C.N.R., there is 
the question of the current operations of the C.N.R. 
This aspect of the matter has not, in the past, received 
the same amount o* attention, but it is the view of the 
Manitoba Government that’ itiis ofveven greater signifi- 
wance then tthe reorporate mst ructune' aspect. Byer) if 
the corporate structure and capital charges of the 
C.N.R. should be reorganized along lines similar to 
other railways, it would still be true that current 
operating expenses of the C.N.R. include the cost of 
operating a substantial number of lines which would not 
be kept in operation if the only criteria were those 
which apply to a commercial enterprise. A number of 
such lines were built for reasons of national policy, 
either national defence OY the opening up of new areas 
and territories, and are now operated as part eel ane 
a a We might mention as examples, the line erhae 


Jasper to Prince Rupert; the line from Nakina to Quebec; 
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and the antercolonial tine .from Levis to»vHalifax. We 

are not here questioning the fact that the welfare of 
Canada requires that these lines should be maintained in 
good working order. That is quite another matter. 

But if these lines are to be maintained for reasons which 
would not apply to van enterprise, operating according to 
ordinary business considerations, then we are of the view 
that it would be unsound to establish a level of freight 
rates to be charged in Canada, sufficient that the revenue 
to the C.N.R. would allow it to maintain and operate 

these lines. If that were done, the revenue to the 
C.P.R. would be above its operating needs by a corres- 
pondane) eamountaandutherCe PsR.wwould have a level of profits 
substantially in excess of what could be justified in 
Powac orm itor ie. Poh. abone. 

As in the case of the high fixed charges of the 
C.N.R., so in the case of these uneconomic lines, it is 
our view that it would not be sound policy to establish 
a level of freight rates which would allow these high 
charges to be met out of C.N.R. revenue alone without 
regard Lorne: needssor the. Fh: 

Stilt a third) reason for insisting upon the use 
of the C.P.R. as the yardstick for rate-making, lies in 
the fact that the C.P.R. is a privately owned railway 
Operating in competition with the ¢.N.R. Unless the 
level of Canadian freight rates is high enough that the 
C.P.R. has a reasonable opportunity to earn es oe 
factory return if operated efficiently, it cannot 
maintain itself as a privately owned enterprise. On 
the other hand, the people of Canada will insist that 
the level of Canadian freight rates must not allow the 
C.P.R. to earn exorbitant profits for its shareholders. 


If there is any widespread feeling that exorbitant profits 
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arerbeing earned, the. status of the: C.P.Rw as a private 
corporation will be seriously challenged. For these 
reasons it is our view that, in the future, the level 
of freight rates in Canada will have to be geared closely 
CO) Needs loti chevcCLe A Olunless the C . Pyha tesco face 
the risks of bankruptcy or nationalization. 

To attempt to base freight rates upon the over- 
all position of the C.N.R. or even upon an average of 
the C.P.R. and the C.N.R. would, in'our view, greatly 
magnify these risks. For these reasons it is our view 
that the principle which has been established in the 
past is still sound and that the C.P.R. should continue 


to be the yardstick for rate-making. 
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MR, MOFFAT: At this point we would like to refer 
parenthetically to subsection (c) of section(2,) of 
Order-in-Council P.C.6033 which directs your Commission 
to consider whether it would be advisable to establish and 
maintain the fixed charges of the C.N.R. "on a basis 
comparable to other major railways in North America", 

The reference in this subsection is to fixed charges 
alone. It is our view that any reorganization of the finan- 
cial structure of the C.N.R. must take into account a number 
of other factors of which one is the element of current 
operating expenses which represents the losses on un- 
economic lines. Another is the peculiar position of equity 
capital in the C.N.R. when compared to privately owned 
lines. We do not propose to discuss these matters further 
in this present submission except to express the view that 
the mere scaling down of the fixed charges of the C.N.R. 
without regard to the other factors, would be far from a 
Satisfactory solution of the financial problems of the C.N. R. 

Our views with respect to the financial position of the 
C.N.R. and with respect to the position of the C.N.R. in 
the determination of the level of Conadian freight rates, 
Shouldnot be interpreted to mean that we think the C.N.R. 
Should be ignored in these matters. The C.N.R. is a major 
factor in Canadian transportation. In miles of track, in 
tonnages moved, in number of employees and in nearly all 
measures of size, it far surpasses the C.P.R., The standard 
of service offered by it compares favourably with the C.P.R. 
and in many aspects of its operations, its practices and 
experiences follow closely these of the C.P’.R. Careful 
attention should therefore be given to its operations and its 
results will be of great assistance in estimating the cost 
of many specific services. But we are strongly of the view 


thet the overall total results of the C.N.R. should form 
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no part of the calculations which determine the level of 
freight rates to be charged in Canada. 

Individual aspects of its operation will, however, 
be extremely important, both for their own sake and for 
the sake of comparisons with the C.P.R. We have in mind, 
here, such items as the maintenance practices, the depreciat- 
ion provisions, the changes in operating costs as 3 result 
of changes in wage rates or in prices for materials and 
Supplies. A study of one or more of these expense items 
over 2 period of years for the C.N.R. may be very revealing 
as compared to the experience of the C.P.R. on the same 
items, For example, if the C.N.R. has increased its 
maintenance expenses by 50% during ea period when the C.P.R. 
has increased its maintenance expenses by 65% that in itself 
would indicate that careful attention should be given to 
C.P.R. maintenance policy before its maintenance expenses 
could be accepted as a measure of necessary and proper 
maintenance costs. Similarily, if C.N.R. annual depreciat- 
fon provisions had been such that in 30 years they would 
have equalled the total of depreciable capital investments, 
while C.P.R. annual depreciation had been such that the 
total value of depreciable capital would have been accumuleted 
in 25 years, a study of that feature would also be indicated. 

But, the relative magnitude of these various items in the 

two railways and the relationship between revenue and 
expenses and between net revenue and capital, are so 
different in the two railways thet it would be fundamentally 
unsound, in our view, to take the total overall results of 
the C.N.R. as the basis for calculations leading to the 
establismment of a new general level of freight rates. 

COMMISSIONER INNIS: You have emphasized the words 
"overall" in I think those two paragraphs. Wil you go back 


to page 68 in the printed form "In sddition to the question 
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of the Capital charges and corporate structure of the 
C.N.R. -- " where you mention various lines which were 
built for various purposes, are we to infer from that, that 
there were lines that were built for purposes of profits 

in the ordinary purpose of construction? 

A. In the Canadian Netional Railway system? 

Sr BYes"., 

A. Yes, a good many. 

Q. Would you cere to sy that those lines which are not 
mentioned are of that character or have you simply taken 
those as examples? 

A. These are just a few of the examples in Canada 
not intended to be inclusive of the others. 

Q. You have not attempted to break down the Canadian 
National into two divisions, one built on the national 
policy and national defence snd the other as coming within 
the standard you would lay down for the C.P.R.? 

A. No, these were just examples. There may be others 
ond may not. We have not given any particular attention to 
drawing a line there. 

Q@. You are simply putting your whole emphasis on this 
"overall"? 

A. Yes and on the third reason which is stated just 
below that. 

MR. SHEPARD: Mr. Moffat, in regard to the next section 
under the heading "Rail and Non-Rail" I understand you are 
simply going to deal with the last paragraph in that section 
which starts at page 7 of Chapter 4 of the mimeographed 
statement, and on page 72 of the printed statement? 

A. Yes, the statement made here is that there should 
be a clear-cut division between what parts: of the C.P.R. 


corporation are to be considered as rail and what parts are 
to be considered as non-rail. 
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Rail and Non-Rail 

The range of activities carried on by the 
C.P.R. makes it clear that some decision must be reached 
as to which of those activities are to be taken into 
account in calculating the revenue and expenses of the 
C.P.R. for the purpose of determining the level of 
freight rates in Canada. This is a matter which received 
considerable attention in the recent rate cases and 
upon which a large volume of detailed evidence is avail- 
able. We do not propose, however, to attempt to 
analyze that evidence. For the purposes of your 
Commission, it seems much preferable to direct attention 
to the principles which should be followed in making 
the division between those C.P.R. activities which are 
to be considered as rail activities and hence taken into 
eccount in freight rate calculations, and those activi- 
ties which are to be considered as non-rail activities 
and hence excluded from such consideration. 

It seems to us self-evident that the first 
principle in this regard should be that once a decision 
has-been reached to include a eiven activity in the 
rail category, then that activity should be included in 
the rail revenue accounts, the rail expense accounts, 
and the rail capital accounts. Similarly. ir 8 ei ven 
activity is classified as non-rail and its revenue is 
not added into rail revenue then it should follow that 
the current expenses and capital charges appropriate to 
that activity should also be excluded from rail ex- 
penses and rail capital charges. 

This principle seems to us So sound that it needs 
no argument in its support but its application in prac- 
ice Will require close*crutiny of C.P.R. accounts and 
may, upon occasion, require the arbitrary division of 


certain items between the rail and non-rail accounts. 
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The second principle which, in our view, should 
be followed in the division between rail and non-rail, 
16 thew thes rail category should include all activities 
which are an integral part of the railway transportation 
activities of the company. We fully realize ithere are 
a number of the activities of the C.P.R. corporations 
which) do notuwclearlyifall either into: or out, of ;the 
group "which are an integral part of the trons- 
portation activities." It is our view, however, that 
thie: rayvlscategory should: include all sthe-activities..of 
GwP.R. express and C.P.Rs telegraphs and that those 
water transport facilities which are direct links between 
melimeacwlities shouldwalso;.be aneluded. On the other 
hand, it seems equally clear that assets such as C.P.R. 
holdings in Consolidated Mining and Smelting and activi- 
ties such as ocean steamships, belong in the non-rail 
category. A careful and comprehensive study would be 
required, however, to reach a final decision on the more 
Goubcrwy! activities such as sCMPoR.: hotels, and on <-tems 
such as the Soo Line Railway and the Toronto Terminal 
Paci litiesuwnere 1G. Pe ok.comsuaipart .orsa (hull jinterest 
in an enterprise which is very closely related to 
C.P.R. rail transportation but which may or may not be 
considered an integral part of C.P.R. rail transportation. 
Our position on this matter was stated in Item ll 

of the Brief of Points, which reads as. follows: 

"Tt is our view that an accounting division of 

the C.P.R. corporation should be made between 

railway operations and non-railway operations 

both for capital purposes and for the purposes 

of current revenue and expenses. Be Tacoul 

submission that certain activities which are not 


completely railway operations, are so closely 
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allied with the railway, that for operating 
purposes they should be considered as part of 
the system." 

In this same connection also, we would suggest 
that your Commission should undertake its own study or 
recommend that the Board should undertake a study of the 
possible advantages which might result from a consolidation 
of the various corporate entities which own sections of 
Grell tines which are operated as’ part of zhe C.PR.. 

Such a project would require careful study of the legal, 
accounting and financial matters involved and of the 
effect upon the capital position of the C.P.R. generally, 
We have made no such study nor do we feel that any study 
which we might undertake could be sufficiently complete. 
iti, Our vrew suchia study could only be satisfactory if it 
were undertaken under the direction of some body which 
would have full access to all the records of the corpora- 
tions involved and which was acting on behalf of the 
people of Canada as a whole and not on behalf of any one 
interested party. 

In concluding our remarks on this subject, we 
should make it clear that our suggestions with respect 
to the division of the C.P.R. corporation between its 
rail and non-rail components, is a suggestion for an 
accounting division only and for rate-making purposes 
only. From the point of view of over-all financial 
Stapilivy and the resulting ebility co finance: on 4a 
cheaper and more satisfactory basis, we can see im- 
portant advantages in the present corporate structure of 
the C.P.R. which covers both rail and non-rail activi- 
Lies: The disadvantages of that structure from the 
viewpoint of sound public supervision of railway trans- 


portation policy, can, am our view;, be adequately 
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disposed of by an accounting division without losing 


the advantages of the larger corporate structure. 

COMMISSIONER INNIS: Did you say "railway 
transportation policy"? Thst is not in the printed 
copy. 

A... That must be a misprint sir. -It is."policy," 
in the mimeographed brief. The sentence reads this 
way 'The disadvantages of that structure from the 
Viewpoint of sound public supervision of railway 
transportation policy - ". I don't think it makes any 
diftrverence in.the sense. 

MR. SHEPARD: Now proceeding to the final section 
in Chapter 4, Mr. Moffat, I understand that you wish 
to deal with the figures shown on page 9 and then deal 
with the last three paragraphs? 

A. This section is the first time that the brief 
attempts to deal with the actual C.P.R. operating 
expenses in its attempt to give a quick review of the 
Overall effect. The following chapters then deal with 
tnese specitle parts of the situation. 

THE CHAIRMAN: Since you have mot read it, that 
portion of the chapter which is rail and non-rail, what 
do you recommend? 

te It is at the bottom of page 6 of chapter 4, 

Q. “This Te chanter 47 

A. Yes, at the bottom of page 6 of that chapter 
in the mimeographed copy. 

MR. McLEAN: It is the middle of page 71 starting 
"It is our view however - " 

MR. SHEPARD: About half way down the paragraph. 


'! 


THE CHAIRMAN: - that the rail category should include 
all the activities of C.P.R.Express and C.P.R. Telegraphs 


and that those water transport facillties which are 
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direct links between rail facilities should also be 
included. On the other hand, it seems equally clesr 
that assets sUch as C.P.R. holdings in Consolidated 
Mining ond Smelting and activities such as ocean steam- 
ships belongs in the non-rail category." Do you mean 
that those activities or the revenue or loss from those 
activities should not be considered in accounting the 
set freight. rates? 

A. That is right, revenue, expenses from share of 
corporate financing and any other aspects of their 
operétions would not be taken into account. 

Q. That may be set aside? 

A. (Yes sir. Lt goes on in. the next sentence, to 
give some cases where there is some doubt as to just 
whet could be done with it. The breakdown gives some 
on one side and some on another, and we indicate that 
there was a fairly substantial group thet we had not 
come to a conclusion as to how they should be handled, 

MR, SHEPARD: Will you carry on. with the next 


section, Mr. Moffat. 
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Railway Operating Expenses of the C.P.R. 
The 1948 Annual Report of the C.P.R. shows 


total railway operating expenses as $336.8 million. 

This applies only to those aspects of the total activities 
or the C.P.R. which it, itself, classifies, as rail.opera- 
tions. As already indicated, . it is our view that certain 
other activities should be taken into account: but for 

ene purpose of ildustratvion in the following discussion, 
we have been forced to use the rail accounts as applied 

CO GRE SrOuUp MOL eC tly LULes) whic the iG. ah. Classit1es (as 
Pagel. 

In attempting to decide the level of freight 
rates which is proper for Canada, one of the first seps 
taken by the regulatory body must be a detailed examina- 
tion of this figure and its components to determine whether 
it represents the amount which as property chargeable 
against the people of Canada as representing the cost of 
providing the standard of railway service which the 
GO. PUR. provided an 194c. 

Wej;do not propose to. deal, in this present 
submission, with all the issues which such a scrutiny 
would entail but certain highlights require illustration. 

One of the most revealing tests of any Lizure 
of this type is to compare it with the corresponding 
figure in previous years. As soon as such a comparison 
is attempted, however, it is discovered that the figure 
of $336.8 million is not comparable with the figure for 
earlier years quoted in the Annual Report. 

In the first place the 1948 railway operating 


expense figure includes the sum of $2.5 million as the 
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amount paid as income tax in respect to rail earnings 
curing 1948.) In the accounts for earlier years, the 
C.P.R. has added into rail operating expenses, the total 
of all income tax in respect to all the income of the 
envi2re corporacion, beth Tarvland non=rarir In -vhe 
second place the 1948 railway operating expense figure 
iniciudes $2.6 milton paid-our for joints facility) rents and 
DOr ei) Pero r equipment . (2) In the earlier years these two 
litems were deducted from railway operating revenue rather 
than being added to railway operating expenses. 

The following table has therefore been prepared 
Showing railway operating expenses for the years since 1935. 
In each case, expenses for income tax and for joint 
facility rents and for hire of equipment, have been 
Sug anise een 


MAN pbs OE 


Operating Expenses 
Year $ million 


1935 VOR sl 
1936 115.2 
1937 12103 
1938 jes 
1939 12208 
19140 1Ok O 
1941 163 31 
1942 ales garg! 
1943 2o00 
1944 255.3 
1945 260 
1946 258.7 
1947 BRON, 
1948 Sow eye 


Average operating expenses for the 5 years 


1935 to 1939, were $117.6 million as compared to $331.7 


(1) Annual Report - page 9. 
(2) Annual Report,- page 9. 


(3) 1935 to 1947, from Exhibit 49/49; 1948 from 
Annual Report. 
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MisdedLon. 4 ni dO48>. The increase, therefore, was $214.1 
million. In other words, operating expenses in 1948 


were almost three times as great as in 1935-39. 

Two questions naturally arise: 
1. Were these increased expenses "desirable and neces- 
sary Siicane interests of Canada as a whole" and does the 
1948 figure represent the amount which is properly 
chargeable. as the cost of providing the 1948 standard of 
Servi Ce% 
2. To what extent have the increased expenses been paid 
for by increased revenue resulting from increased traffic 
volume and increased freight rates already in effect? 

in its essential aspects, the long series of 
hearings before the Board of Transport Commissioners 
constituted an attempt to answer these questions and to 
decide what additional revenue, if any, the railways 
required, 

On page 9 there is a table which gives the C.E.R. 
total operating expenses for the period from 1935 to 1948. 
You should read the two sentences immediately ahead of that 
table to get the context - "The following table has 
therefore been prepared showing railway operating expense.is 
for the years since 1935 - ", 

THE CHAIRMAN: Who has prepared these? Are these 
the Ov? .<Ris.wown ficunes? | 

A. These are taken from the annual report except, as 
the next sentence points out: "In each case, expenses 
for income tax and for joint facility rents and for hire 
of equipment have been eliminated on the basis of Exhibit 
49 - 49 of the 20% case". So these are operating expenses 
excluding income tax and excluding joint facility rents 
and hire of equipment. The point we wish to make here 


is the tremendous increase in operating expenses that has 
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happened during that period. The increase on the average 
is $214.1 million compared to the average of 1935 to 
1939 against the year 1948, 

Now on the following page we give the corresponding 
figures for the increases in operating revenues and we 
point out that although there has been this tremendous 
increase in operating expenses there has been a 
corresponding increase in operating revenues. I may 
read two peragraphs there which summarize the conclusions, 

EG.2s nov .our nurpose,in this present context to 
deal in any detail with increased earnings, but in order 
to give some indication of the situation we would like 
to quote the corresponding increases in gross earnings. 
In 1948 the gross earnings of the C.P.R.. amounted to 
$352.6 million compared to $141.4 million on the average 
PVC L935 ToORloso, hs compared to that five-year 
period therefore, 1948 railway gross earnings had increased 
by $211.2 million. In other words, the increase in gross 
earnings was almost exactly equal to the increase . in 
working expenses, The working expenses increased by 
$214 million as compared to @ revenue increase of 
Sour mi iiion, 

Continuing then to the next paragraph: during the 
hearings of the 20% Case the C,P.R. presented estimates 
of the revenues and expenses which would have resulted 
from 6s full year's operation, at the volume of traffic 
which was handled in 1948, and at freight rates, wage 
rates and material prices which prevailed at the beginning 
of 1948. In those figures the revenue increase sihce 
before the War, wes just Slightly greater than the 
expense increase in the same period. It might also be 
pointed out thet if the comparison is between the present 


position and the position in any of the years 1935, 1936, 


¥ 


3 


aa 


ony 


ont 


agen 


4 


SOO 


“4 


a 


1S 


lle 


’ 


Wr OS ps 


yo, tH. 


© 


i 


BT 


Ps 
a © 


) 

“ 

« 
My 


yor 
bes 


a 


a 
A 


é 
. 


ody & 


ax 


En 


as 


rag 


- 
$i 


* 


- i vat 
DSL 


| 


i 


wad 
geo sf 


” 


erent 


‘ 


“ 


: 


. 


it” 


ey 
os 


oq 


a*% 
M2 


a 
4 


* 
we ' 


Ft 


ca 


veg 


fa, 2 ¢ 
an 
Zine 
e + 
a 


brea? 
° 
1 


ey 
PTS 
0 
5 


st 


fy 


_ 


Bs 
o%\ 

j 
wig 


OWs 


5 ey 
pert 


. 
“ 


¥ 
Pho pee: 


- 


a 
4 


r 


$ eflq 
- 

‘eee 
Prey 
Ay 


etait 


9a8 
‘er 
a 
“we 
Pe 
Fe 
Pe 


y 


3 


% 

A 
S(T Oe 
lars 


wa 
8804 
; si 

, 

1 

? 

“ 


ae 7% aoe tod 5 
5p oe 
5 LA =: 
-¥ = i 
O°, Sa ee. 
oe —~. aa re —— 
‘> Sg 5 ee ha RE 
i 7 Gc aq 
c a a aE 
ae + es * 
tS a Tes Sed 
. pe : 
PL won ae ay 
Cz 3 <a. > ad & 
ear, tas. Ge> “2? ’ 
oe ok so pe 
purge” [< ad “4s hd rs, 
er, = a 3 r+: 
ae a a 
: wie 5 te 
Ee? i: ee. , ye 
> = aSa- -s hi 2 i‘ 
Ge: e° i; as a 
Ce is xe ee) 
~ Pa ak. oe. Neen 
hs ve a4 7 4 
aa ar “ er: 
| a cs. has Bok, | 
con: of vn — 
om a = 
5 ws " 


c iY S = | 
r* s: oe a 
©): Fe" ne i wat 
om. oe ant 
— a+ ; et 
we ay 2: re 
Kar. bebe’, €'¢ z = 
“a? 5a et 
ae ro 
+ ean 


ck a 


~ 
‘ 
ed 


drake 


GL s 
a 


“e 
‘ 
— 


od a 


} 
we » 


a RE 


ee 


yo 


. 
. 
, 


ase 


302 


t “ 
Lake 


h oe 


por 
sf 


4 


- 


et 


. 


© 


ak 
4 


’ 


re. 
Ave : 
= 2 


iq LeLaeyae 


gy bee 
_~ 


N 


- 8561 - Mr. Moffat 


1937, 1938 or 1939,.the same situation is true. In every 
case the increase in revenue has been slightly larger 
than the increase in operating expenses. 

Now, that section was put in for two purposes, one 
to give some idea of the magnitude of the figures we 
figured with and secondly to point out that there has 
been this tremendous increase in operating expenses and 
an almost identical increase in operating revenues over 
the last fourteen years. 

In the following two chapters we deal in detail with 
two categories of expenses and make certain suggestions 
as to how the Board should proceed to reach a decision 
as to the amounts which should be made available to the 
railway for these purposes. We deal trirst wich the 
provisions which are made to return to the company the 
funds laid out to buy the equipment which is used up. 

In the succeeding chapter we deal with the smounts Spent 
to maintain the roadway, structures and roliing stock 
which are used by the company. 

MR. SHEPARD: Mr. Chairman, that is the end of a 
chapter if it was your. intention to adjourn at a quarter 
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COMMISSIONER INNIS: Q@. I would like to raise one 
question on that chapter before adjournment. At page 70 
of the printed brief,,just. before the “Rall and: Non-Rail" 
section, you say, "Individual aspects of its opcration 
wilh, however, be extremely important, and. so) on... . You 
have not indicated, for example, the extent to which one 
railroad would be an exact duplication of the other rail- 
road, because they are both watching each other, and the 
ratios and cost tend to be exactly the same or more or less 
exactly the same, and the extent to which that accounts for 
any disparity? 

Ae NOD TREre Wad) no discussion of that’ im) there, 

This discussion was simply limited to saying (1) we 
pnoughi Lt should be iC, P. Rin total, and (2) ‘there: were 
many aspects of C.N.R. which offered very important and 
very useful yardsticks against which C.P.R. could be 
measured and from which some idea could pesecured as to 
Whev Che vULP. RA. results sndicated . 

Q@. It would seem to be very important to know how far 
they did have accounts as far as possible the same, because 
they were using the same system of accounting, or the 
accountants were watching each other as to what system they 
were using, and consequently the results were quite meaning- 
less? 

A. Well, there is another section toward the end of 
the brief that deals with the question of uniformity of 
accounts and standard of accounts for the purpose of 
getting the information available to the public in a form 
that will make possiblle these comparisons. 

MR EVANS: Perhaps I could help you, sir. There 
was evidence in the rate cases of a difference in maintenance 
cost itself, apart from difference in accounting. 


COMMISSIONER I)NNIS: Yes; I can see in special 
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items one gets very sharply to the point. 


THE CHAIRMAN: We will adjourn, then, until to- 


morrow morning at half-past ten. 


---The Commission adjourned at 4:49 p.m. to meet again 
on Tuesday, November 15, 1944, at 10:30 a.m. 


ati - ee wis vite 


24 met Ave i 
oe : ee oA ne 
| oat wae i 


yr | Mi eae skip ls 
iF rr i 9) he ier Ae a 


\J ; 4 rd bei! os 
i Mii vie ayreeee 
ae d 


“Lge? phatae eat? “fp AE ait ues este 


P 

i. 
» ; 
Wy 

} 
A fem iTa) bags! os an pee = 7] ta; j i tad 
; Pe ee a as, oo pets} ges CAS tt 
y | ‘ orl ia ed heh ke 1 a of 
“” ; hy SL Pe ae rit . oa 

4, pie els AVE ER) a ere & 
nae, 
brs ; 


‘ 
Ay A ‘ 
j y 
nf 
: D 
i i] 
ie 
¥ 
vi 
t 
al 
; ‘ 
t 
| 
t* 
i 
= ; 
4 
i 
\ 
y ; 
1, ( - 
+) : 
‘ 
l 
it 
a 
} - oy 
+ i 
ul 
WS 
; i 
: 
es 
- 1 i : 
| ; 


~§300- M. Yves Poisson. 
le 11 novembre 1949 
séance du matin. 
YVES POISSON 
appelé. 
Mr. Desmarais: There is a Supplementary 
of the brief by the Chamber of Commerce to be added to 
this, to be presented by the Secretary of the 
Chamber. | 
Q. Votre nom est Yves Poisson, je crois? 
R. Oui, monsieur,. 
Q. Vous étes le secrétaire de la Chambre 
de Commerce de Québec? 
R. Je suis un des deux secrétaires. 
Q. Depuis quand 1'étes-vous? 
R. Depuis trois ans et demi. 
Q- Combien de membres y-a-t-il dans votre 
Chambre de Commerce? 
Re Environ 150, tous des hommes d'affaires. 
Q- Maintenant, je comprends que le mémoire 
présenté par M. Power était un mémoire tant pour la 
cité de Québec que pour la Chambre de Commerce de la 
cité de Québec? 
R. Qui, monsieur. 
Q. Vous désirez, ce matin, présenter un 
mémoire supplémentaire 4 ce principal mémoire? 
Re Ctest exact. 
M. Desmarais: Maintenant, je crois qu'il serait 
a propos, monsieur le président, de produire ce mémoire 
Supplémentaire, ainsi que certaines pages auxquelles 
M. Poisson référera, comme exhibit 118. Ce mémoire nta 
que deux pages et demie et M. Poisson désire le lire. 
Le Président: Qu'test-ce que cfest que ces 


feuilles annexées au mémoire? 
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-8301- M. Yves Poisson. 

R. Ce sont des tableaux. Voici, M. Desmarais, 
en entendant le témoigaage de M. Power jtai pris quel- 
ques notes qui pourraient peut-etre étre utiles a 
ajouter. Est-ce que je dois faire cela avant de pré- 
senter autre chose? 

M. Desmarais: Parlez fort. 

R. Je dis que pendant le témoignage de 
M. Power j'ai pris quelques notes qui pourraient étre 
utiles, peut-étre. Est-ce que je dois ajouter ces 
choses-la avant de présenter l'autre mémoire ou faire 
mes commentaires tout de suite. 

Le Président: Comme vous voudrez. 

R. Tres bien. 

Le Président: Plutot, présentez done vos com- 
mentaires immédiatement. 

Re Ilya une question qui se pose au sujet 
des désavantages que la ville de Québec a a subir au 
point de vue navigation et au point de vue naturel et 
artificiel. 

Comme désavantage artificiel, je tiendrais A 
attirer l'attention sur le fait de la politique des 
compagnies de navigation océaniques, ou meme les compa- 
gnies de navigation fluviale, de la téte des Grands Lacs 
ou fleuves et jusque dans le bas du Saint-Laurent ou les 
navires des Grands Lacs descendent parfois. 

Les navires océaniques arrivent au Canada avec 
des cargaisons dont la plus grande partie est destinée a4 
Montréal, ou a l'touest de Montréal, ou a Montréal pour 
distribution dans la région immédiate et une plus petite 
Proportion est destinée au port de Québec et a la région 
de Québec. A cause du fait que pour arréter et décharger 
une petite cargaison a Québec, ou les frais sont aussi 
considérables que ceux qui existent au port de Montréal 


pour décharger une cargaison ordinaire, les compagnies de 
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-8302- M. Yves Poisson 
navigation ont décidé d'ty décharges toutes leurs car- 
gaisons de Québec et de payer elles-mémes le transport 
des marachandises de Montréal a Québec par chemin de fer. 
Pour stéviter de payer des frais additionnels de trans- 
port par chemin de fer, de Montréal a Québec, il est 
évident qutelles cherchent le plus possible a attirer 
les marchandises au pptt de Montréal pour ne pas avoir 
ltobligation dtarréter a Québec en montant ou en descen- 
dant et inversement. 

Qe De quelles compagnies s'agit-il? 

R. A ma connaissance, ctest la politique géné- 
rale de toutes les compagnies. 

Q. Des compagnies étrangeres aussi bien que 
des compagmies canadiennes? 

R. Oui, monsieur. En ce qui concerne la navi- 
gation sur les Grands Lacs, je comprends que depuis la 
guerre il y a un manque de navires, ce qui a empeché 
les bateaux de descendre jusqu'a Québec, faute de temps. 
Dans certains cas, cela a été ca. Par contre, et le meme 
probléme se pose dans le sens inverse quand on parle de 
la navigation des Grands Lacs au fleuve Saint-Laurent, 
les compagnies sont certaines de placer dans leurs 
bateaux des cargaisons compjetes a Montréal pour le remon- 
ter sur les Grands Lacs et elles évitent ainsi de descen- 
dre a Québec, ce qui dtailleurs ni leur donnerait pas un 
sou de plus en vertu du taux de Fort-Wiliiam a Québec 
pour transporter le grain et, en particulier, l'tavoine et 
ltorge, parce qu'il est exactement le meme que pour le 
port de Montréal. 

Ces oompagnies-la ont, évidemment, automatique- 
ment le meme tendance a attirer A Montréal les marchandi« 
ses qutelles sont en mesure de transporter. 

Ce sont la des désavantages artificiels. Ils 


proviennent, évidemment, de la situation géographique. 
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-8 303- M. Yves Poisson 

Au point de vue du chemin de fer, je ne suis 
pas un spécialiste en chemins de fer, en autant que 
je puisse me rendre compte de la situation avec les 
contadts que j'ai avec les hommes d'affaires, et les 
hommes de chemins de fer occasionnellement, le fait 
que le chemin de fer a de grandes gares centrales a 
Montréal, comme par exemple a Toronto et a Winnipeg, 
peut, automatiquement et par la force des choses, agir 
contre les centres économiques de moindre importance. 

A lfappui de cette affirmation, je puis citer 
un cas tres frappant, celui dtune maison de gros de 
Québec qui avait expédié une commande de marchandises 
E| Victoriaville, située sur la voie principale de Qué- 
bec a Richemond. 

M. Desmarais: Quelle distance de Québec? 

R. Environ 70. ou 75 milles par chemin de fer. 
Au lieu dtexpédier la marchandige de Québec 4 Richemond, 
par la voie qui dessert cette partie-la de la rive sud, 
cette marchandise-la est allée de Québec a Montréal et 
est allée bruler au feu de la gare Bonaventure. Crest 
la réclamation de ltacheteur qui a occasionné que des 
recherches aient été prises par l'texpéditeur pour trou- 
ver sa marchandise. 

Qe Combien de milles cette marchandise aurait- 
elle parcourue avant de se rendre A sa destination soit 
Victoriaville? 

Re. En passant par Québec? 

Q- Non, de Québec a Victoriaville? 

R. De Québec a Montréal il y a environ 163 
milles par chemin de fer et de Montréal 4 Victoriaville. 
il y a un peu plus de 100 milles, 102 ou 103 milles, je 


pense. Je tenais a ajouter cela comme illustration. 
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-$304- M. Yves Poisson. 

Le Président: Qutest-ce que vous proposez 
pour remédier a cela? Est-ce que vous exposez certains 
remedes dans votre mémoire? 

R. Oui, monsieur et je les développerai a 
mesure avec ceux du mémoire que jtai ka. 

Q. Est-ce seulement les ports que vous couvrez? 

R. Non, il est question du progrés industriel 
a Québec. M. Power a déja dit une des raisons pour 
laquelle les usines de Saint-Malo ont été recherchées. 
Ctest parce qutelles ont été offertes a un prix trés 
avantageux. Je suis au courant que,--je ntai pas de 
chiffre a citer,--méme si les compagnies, qui ont pris 
possession de ces usines-1S voudaient se mettre a faire 
de la spéculation sur les immeubles qutelles auraient 
valu la peine d'etre achetées seulement pour cela. Et 
au moment ou la vente des usines de Saint-Malo était 
faite, il existati dans le Canada une rareté de maté- 
riaux de construction et une rareté de batisses pou- 
vant servir a des établissements industriels. Il n'g 
a aucun doute que ce facteur-la a largement contribué 
a contre-balancer pour une période de temps, qutil est 
impossible de fixer, les désavantages que nous avons a 
subir au point de vue de l'expédition et du transport 
par chemin de fer en particulier et aussi par navigation 
évidemment. 

Une autre des raisons pour laquelle les indus- 
tries ont voulu s'établir a Québec ctest que Québec est 
reconnu pour étre une ville ou la main dtoeuvre est 
passible et stable et ou elle s'toffre aussi a un prix 
beaucoup moindre qufA dtautres endroits du Canada. 

Québec est un centre qui attire vers lui tout 
le bas du fleuve et le lac Saint-Jean et le Saguenay en 
particulier. Quand je dis le bas du fleuve, je parle des 
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-8305- M. Yves Poisson. 

Il y a une pppulation qui s'éloigne des 
régions rurales pour toutes sortes de fagteurs-é06u~- 
nomiques que je n'ai pas besoin d'expliquer ici et elle 
arrive a4 Québec. A cause de cet élément on a tou- 
jours, meme dans les périodes les plus prosperes, meme 
pendant la guerre ou cependant il y en a eu en moins 
grande quantité, on a toujours eu huit ou dix milles 
chomeurs. Ce facteur contribue A diminuer le cout de 
la main dtoeuvre. Je pense que l'industrie est intéres- 
sée, évidemment, a aller dans des endroits ow la 
main d'toeuvre est meilleur marché. 

La troisieme chose que je voudrais ajouter, 
et ce que M. Power a déja dit, consiste au udésavantage 
dtétre, a Québec, comme ailleurs d'ailleurs, sous la 
juridiction des ports nationaux. Le pptt de Sorel 
est un port administré par des gens de ltendroit et qui 
sont maitres de leurs décisions et qui peuvent offrir 
des taux quelconques sans étre obligés d'écrire a Ottawa 
ou de télégraphier pour pouvoir charger de fauteuil. 

A Trois-Rivieres, cela c'est un port sur lequel 
il y a eu une réelle discrimination envers Québec. Ctest 
un autre port sous la juridiction des ports nationaux. On 
a permis d'y construire un élévateur a grain. sur la 
propriété des ports nationaux alors que cet élévateur A 
grain est administré par une entreprise privée qui a le 
droit de demander les taux qutelle veut pour recevoir 
ou expédier le grain ou l'entreposer. Ctest un des nom- 
breux exemples que je pourrais donner des désavantages 
des ports nationaux. 

Ctest assez difficile avant dtavoir fait une 
enquete tres spéciale de se prononcer sur la fagon dont 
on pourrait faire une proposition concrete. 

Mais, il nous semble, nous qui sommes préts 
des ports, qui avons eu l'occaskon de les visiter a 


plusieurs reprises, que le principal facteur qui pourrait 
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-~8306- M. Yves Poisson. 
influencer la politique des ports nationaux ctest d'équi- 
librer le budget de chaque port. S'il nty a pas assez 
de revenus pour entretenir ltaménagement du port, c'est 
bien de valeur, mais on le laisse tomber. C'test le cas 
pour un nombre de hangars qui sont tellement avariés par 
le temps et l'tabsence de réparations qu'il semble qutil 
ne serait pas avantageux de les réparer. Meme on va déci- 
der prochainement, je l'ai entendu dire, de les démolir 
completement pour sten débarrasser. C'est un exemple de 
ila fagon dont l'organisation des ports nationaux peut nous 
servir. 

Si lton avait un organisme local, peu importe 
la publicité faite au port de Québec, en ce qui concerne 
aussi les dépenses administratives a faire pour satis- 
faire la clientele des environs de Québec, de la région 
économique de Québec, il y aurait certainement moyen 
d'tobtenir beaucoup plus de circulation dans le port de 
Québec. 

Je vais citer un exemple que j'ai moi-meme 
étudier ces jours derniers, ltexpédition du fromage, a 
laquelle M. Power a fait allusion dans son mémoire. Les 
entrepots frigorifiques du port de Québec ne sont pas 
aménagés actuelbement pour recevoir le fromage avant qu'il 
soit mis a bord des bateaux, pour le conserver. On a pas 
ce qufil faut pour conserver le fromage en bonne condition 
durant la période ou il doit étre entreposé en attendant 
que le navire le prenne. 

Q. Parlez-vous dtentrepots frigorifiques? 

R. Caples ews die Si cfétait possible, si un 
organisme local avait un mot a dire dans l'organisation 
il serait facile de remédier a une chose comme celle-1la 
et faire venir le fromage, par exemple, de la région du 
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-~8307- M, Yves Poisson. 

Le Président: Est-ce qu'il n'y a pas dans 
ce port-la un bureau de la Commission, des supérieurs, 
des afficiers, la? 

Re idl yades officiers qui sont soumis d'une 
fagon qui ne semble rigide a des directives qui viennent 
d* Ottawa. 

Q. Ils sont a Québec en permanence? 

Re. Il ya un gérant du port, comme tous les 
ports ont un gérant. 

Q. Et lui, il a des employés, des aubordonnés? 

R. Oui, monsieur. 

Q. Est-ce que vous avez fait ces représenta- 
tions a ce monsiéur-ta et a propes de ces choses que 
vous rapportez ici? 

Re Oui, monsieur. 

Q. Il @oit faire certainement ce qu'il peut. 
Il peut intervenir aupres de son bureau central? 

R. Pour moi, je ne suis pas en mesure de 
déterminer jusqu'a quel point ses pouvoirs lui permettent 
dfagir. 

Q. Vous avez dit tout a l'heure que l'on doit 
procéder a certaines... 

M. Desmarais: Démolition de batisses, de bati- 
ments, la? 

Re. Je ne crois pas que ce soit le gérant des 
ports de Québec qui ait décidé cela. 

Le Président: Tout de meme, il est la? 

Re Onis monsieur. 

Q. Vous avez la ppssibilité au moins d'avoir 
wre “atesvue? 

M. Demmarais: Est-ce que vous prétendez que le 
gérant, la, stoccupe tout Simplement de l'administration 
du port et qutil ne prend aucune initiative pour amener 


le commeree au port? 
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-~8308- M. Yves Poisson. 

M. O'Honnell: Ctest un peu fort. 

R. Aucune initiative? La, écoutez, ye ne 
peux pas dire qutil ne prend pas aucune initiative. 

M. Desmarais: Mais, tres peu? 

R. Oyi, tres peu et insuffisamment. Nous 
avons absolument ltimpression que le gérant du port 
est un fonctionnaire paralysé. 

Q. Vous ne voulez pas dire, physiquement? 

R. Ndn, mais par des cadres trop rigides. 

Q. Est-ce qu'il y a d'autres questions que 
vous voulez soulever au sujet du téjmoignage de M. Power? 

Re.» Oui, la question du taux sur le Transocnti- 
nental, J'taurais a ajouter sur le taux du Transemtinental 
que le taux qui se monte a $23.96 le 100 livres, le 
boisseau, transposé en boisseau cela fait $14.04 le 100 
livres. Actuellement, cela colite 12 1/2¢,lés 100 livres 
pour faire venir du blé de la téte des Grands Lacs jus- 
qu'a Québec plus 1/2¢ pour le transbordement stil ya 
lieu, si le blé est transporté du bateau méme au trans- 
atlangique qui va le porter. Ctest pour arriver a la 
conclusion que malgré... 

Le Président: Quel est le tarif pour Montréal? 

R. Par bateau? 

Q@- Depuis les Grands Lacs jusquta Montréal, 
pour charger le bateau a Montréal? 

R. Ctest le méme taux par bateau. 

Q. Alors, qu’est-ce que vous proposez? 

R. Voici, le 14.4¢ par boisseau aujourd'hui 
représente plus que 12 1/2¢ par boisseau par bateau. 

Q. Est-ce par boisseau ou par 166 livres? 


Re Par boisseau 14.4¢3 par 100 livres, 24¢. 
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-~8309- M. Yves Poisson 

Q. Ctest le tarif qui existe A Montréal et a 
Québec bien que vous, vous soyez plus é6éloigné du point 
ou de la région de ltexpédition. Alors, quels sont vos 
griefs, qutest-ce que vow avez A dire? Qutestece que vous 
avez a proppser? 

R. Voici, la situation de Québec, il faut la 
regarder dans son ensemble. Ctest difiiciiev aly ac plies 
Sieurs facteurs qui font, chacun d'eux, des changements. 
Par exemple, dans l'organisation du conseil des ports 
nationaux, et peut-étre aus#i dans ltorganisation des 
chemins de fer, il serait peut-€tre possible, et je suis 
convaincu qutil le serait, de garder au moins la part 
de marchandises qui devrait normalemeht descendre au 
port de Québec plutét que d'aller A Montréal ou ailleurs. 

On ne se plaint pas contre Montréal dans ce 
cas-la, Le centre stappelle Montréal et 1a c’est une 
question de géographie, on ne peut rien y faire. Ce 
n'est pas 14 le fait. 

Q. Vous ntavez pas dtagence de publicité? 

R. Ctest un des facteurs. 

Q. Et, 4 Montréal, est-ce qu'il y a des avan- 
tages. Le port de Montréal est Sujet a la méme juridiction 
que le port de Québec? 

R. Oui, monsieur. Seulement, la production in- 
dustrielle de Montréal est tellement considérable que ctest 
avantageux pour les océaniques dtaller A ce port-1a. 

M. Desmarais: Il ya une question que M. Smith 
a posé 4 M. Power & laquelle il vous a référé et ctest au 
Sujet du volume de marchandise qui est transporté de Québec 
& Lévis pour prendre avantage du tarif Duncan? 

R. Moi-méme, je n'ai’pas de chiffres la-dessus. 
Je ntai ren en chiffres. 

Q. Est-ce que vous pourriez transmettre des chif- 


fres 4 la Commission a ce sujet? 
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~8310- M. Yves Poisson. 

R. Oui, monsieur. Maintenant, je mtengage 
& faire ce que je peux faire pour transmettre ces chif- 
fres-1a. 

Il arrive, lorsque le transport de Québec 4 
L'vis se fait par camion que c'est assez difficile d'éta- 
blir des chiffres. Il nty a aucune statistique officielle 
émanant des compagnies de camionnage. Si je suis capable 
dtobtenir des chiffres, ce sera par une compagnie en 
particulier qui stappelle la Lévis Tramways. 

Le Président: Est-ce que le service de camion- 
nage est contr6lé par la province de Québec? 

R. Oui, monsieur. 


La séance est suspendue A 1 heure p.m, 
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-8311- M. Yves Poisson 
le 11 novembre 1949 
séance de l'aprés-midi. 
YVES POISSON 
rappelé. 


Advenant 2 heures et 45 p.m. 


M. Desmarais: M. Poosson, je comprends que 
vous avez quelque chose 4 ajouter au sujet du renseigne- 
ment qui vous a été demandé pour le transport de la mar- 
chandise de Québec A Lévis? 

R. Oui, monsieur. Voici, des statistiques 
actuelle, il nty a pas moyen de sten procurer sur le 
camionnage, et pour deux raisons. En ce qui concerne... 

Le Président: Il nty a pas moyen de vous en 
procurer? 

R. Non, pas de statistique sur cela. 

Q. Des quoi? 

R. Des statistiques sur la marchandise trans- 
portée de Québec 4 Lévis par camion, parce que pour le 
systéme de camionnage en ce qui concerne les comaagnies 
et les organisations, il nty a pas de statistiques offi- 
cielles; deuxiémement, dans bien des cas, des maisons vont 
se servir de leurs propres camions pour trangporter la 
marchandise 4 Lévis. 

La seule source stre pourrait provenir du chemin 
de fer lui-méme qui est en mesure de dire quelle quantité 
de marchandise est partie de Lévis en provenance de Québec 
pour @tre expédiée vers le bas du fleuve. 

Je me demande, aprés avoir réfléchi sur ce point- 
14, si c'est utile vraiment dtessayer dtobtenir un chiffre 
qui ne correspondrait pas du tout 4 la réalité. 

Q. Cest vous qui avez posé la question. 

M. Desmarais: C'test M. Smith. Nous pourrions 


expliquer la question a M. Smith et voir ce qu'il va en dire. 
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~8312- M. Yves Poisson. 

The Chairman: Mr. Smith, you wanted to know 
the volume of traffic of goods there was between Quebec 
and Bévis. The witness tells us it is impossible to find 
that out. There is no way of getting at that. Do you 
wish to go any further? 

Mr. Smith: No. 

M. Poisson: I ne me reste seulement que la ques-~- 
tion de ltexploi soulevée dans le témoignage de M. Power. 
La ville de Québec dans ses revendications vis 4 vis les 
chemins de fer, en particulier le National Canadien, a 
parlé dtexploi pour la raison qutelle avait un contrat 
avec le Transcontinental en vertu duquel ltusine établie 
A Québec fournissait du travail. 

Je ne pense pas que l'on puisse prendre pour 
acquis qufen principe le chemin de fer exzste pour fournir 
de l'emploi dans la ville, ou autre chose. 

Crest la seule mise au point que je voulais faire, 

M. Desmarais: Quant 4 votre mémoire, je ne crois 
pas qu'il soit nécessaire de le lire au complet. Le sténo- 
graphe ltentrera tel qu'il est, comme stil avait été lu. 

R. Oui, monsieur. 

La Chambre de Commerce de Québec -- mémoire additionnel a 
la Commission Royale d'Enquéte sur le Transport. 


Introduction 


A cause des circonstances que l'Honorable M. C.G. 
Power, procureur de la Cité de Québec et de la Chambre de 
Commerce de Québec, a expliquées A 1l'Honorablq Juge W.F.A. 
Tirgeon, président de la Commission Royale d'Enquéte sur le 
Transport,il nous a été impossible d'tétudier de fagon satis- 
faisante certains problémes du transport affectant considéra- 
blement la Cité et le District de Québec. Diautrespart, 
certaines jparties du mémoire principal présenté le 8 novembre 


auraient gagné & une plus grande élaboration. 
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-§313- M. Yves Poisson. 
Problemes & approfondir. 
Parmi les points qui auraient gagné 4 étre 
plus développés, nous tenons A signaler, en particulier, 


les suivants: 


1. Les relations entre la compagnie du Pacifique 
Canadien avec la Cité de Québec, auxquelles il a été fait 
allusion dans l'exposé de la question du terminus qui 
devait étre maintenu A Québec en vertu dtun contrat 
sanctionné par la Législature de Québec en 1883 (Voir page 
33 du mémoire principal.), ainsi que du service fourni & 
Québec par les Quebec Central Railways. (Québec et Lévis 


a Sherbrooke, via Thetford Mines). 


<. E®ude plus compléte, descendant, si possible, 
jusqu'a des cas concrets, des effets sur le port de Québec 
de la centralisation de l'administration des ports natio- 


naux?: 


3. La lenteur du service de transport de la mar- 
chandise, en particulier par des Chemins de Fer Nationaux et, 
plus précisément, & la jomction de Charny, 4a quelques milles 


A l'Ouest de Québec, sur la rive sud du fleuve Saint-Laurent. 


4, Etude plus détaillée du serwice fourni 3A 
Québec par différentes voies des Chemins de Fer Nationaux, en 


particulier, celle de Québec A Richmond. 


Problémes non étudiés 

Pour donner 4 la Commission Royale dt Enquéte 
l'occasion de se faire une vue dtensemble des problémes du 
transport 4 Québec et dams le district, il aurait été utile, 
Sinon nécessaire, d'taborder, en plus de celles qui ont été 


soulevées, les questions suivantes: 
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-8314- M. Yves Poisson. 
1. Effets sur le port de Québec de la politique 
actuelle et des taux des compagnies de transport océani- 
que ayant leur port dtattache 4 Québec, Montréal ou aux 


villes intermédiaires; 


2. Effets sur le port de Québec de la politique 
actuelle et des taux des compagnies de transport maritime 


intérieur, de la téte des Grands Lacs au Golfe Saint-Laurent: 


3. Etude des problémes actuels de la navigation 
cotiére et de leurs conséquences sur l*tachalandage du port 


de Québec; 


4, Etude comparative des taux afin dtétablir 
la gone de concurrence de Québec et de la région et de 
vérifier si cette zone de concurrence correspond vrai- 
ment & ce qu'on est convenu d'tappeler la région économique 


de Québec; 


>. Etude des effets actuels des taux imposés sur 
la marchandise destinée 4 l'exportation par les ports 


du Saint-Laurent et de 1'Océan Atlantique: 


6. Etude du probléme du transport aérien de Qué- 
bec, des correspondances entre les avions des C.P. Aitlines 
avec les avions des autres compagnies aériennes, en parti- 
culier les T.C.A., a Dorval, et autres, ainsiqe de la qua- 


lité du service actuellement fourni par les C.P. Airlines: 


7. Etude du probléme du chemin de fer reliant 
Matane a Mont-Joli et de ses effets sur l'économie de 


Québec et du District de Québec: 


8. Etude similaire en ce qui concerne le chemin 
de fer de la Péninsule de Gaspé, appartenant aujourd'hui aux 


Chemins de Fer Nationaux; 
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-§315- M. Yves Poisson, 
9. Etude des conditions dans lesquelles les 
compagnies de transport par camion exercent actuellement 
leur activité et des effets de ce nouveau genre de trans- 


port sur l'économie de Québec et du District de Québec: 


10. Etude du méme probléme relativement au 


transport des passagers par autobus. 


La Chambre de Commerce de Québec soumet A la 
Commission Royale d'Enquéte sur le Transport qutil lui 
serait fort utile de recueillir des données précises sur 
tous ces problémes ou tout autre problame connexe. Elle 
offre, de plus, 4 la Commission, son concours dans toute 


la mesure de ses moyens actuelés, 


La Chambre de Commerce de Québec présente de 
plus, en annexe au mémoire principal, des tableaux de 
taux qui permettront 4 la Commission d'établir certaines 
comparaisons de nature 4 l'téclairer davantage sur cer- 


tains points oulevés dans le dit mémoire. 


Québec, le 9 novembre 1949 La Chambre de Commerce de 
Québec. 


@. Vous avez annexé, 4 ce mémoire, des ta- 
bleaux. Voulez-vous, sommairement, indiquer chacun de ces 
tableaux par une lettre et nous dire ce qutil représent, 
et ce que vous voulez prouver avec ces tableaux? 

R. Je puis faire cela. Il y aurait certainement 
des éclaircissements 4 faire par aprés. 

Le tableau 118-A, intitulé: Quelques taux de 38 
et 4@ classes, wagons complets, par 100 livres, devant ser- 
vir 4 établir @’s limites de la gone de concurrence de Qué- 
bec avec Montréal, Toronto, Halifax, Saint-Jean, N.B., et 
Lévis, se référe dans le mémoire au paragraphe 4 de la page 


&,--je parle du mémoire 118. 
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-3316~ M. Yves Poisson, 

Le tableau 118-B, qui donne le prix coutant pour 
100 livres de pommes de terre pour chacun des points de 
destination indiqué tand a établir la fagon dont le taux 
maritime joue par rapport a Québec. I1 se référe particu- 
liérement au sous paragraphe A. 

Le sous paragraphe B tend a démontrer que méme 
Si Québec était inclus dans la zone de préférence, les 
points situés en dehors de cette zone et des destinations 
correspondantes a celles indiquées au sous paragraphe A ntfen- 
treraient pas en concurrence avec la préférence maritime. 

Le paragraphe 2 s'applique A faire des comparai- 
sons, pures et simples, entre le taux qui existe sur la 
méme denrée entre Québec et les autres villes mentionnées. 

Q@. Je comprends que vous voulez rayer les mots 
Isle-Verte, Riviére-Blanche, Grand Falls et Charlottetown? 

R. Dans le sous paragraphe B, parce que la des- 
tination 1a, ltexemple donné 148, ne devait comporter que 
la destination en nous fondant sur le tarif régulier au 
mille. 

Dans le bas du sous paragraphe B, il y a l*exem- 
ple de Chatham, Ontario et de Ingersoll, Ontario. Par 
honnéteté, le tarif de région A région, que lton appelle 
en anglais "group to group", pouvait diminuer le prix de ces 
mémes marchandises. 

La piéce 118-C est un tableau aussi fondé sur le 
prix des pommes de terre aprés les deux augmentations de 21 
et de & p. 15K. 

Q. Et cela tend a démontrer quoi? 

R. Les deux lignes principales, évidemment, sont 
celles qui concernent Québec et Lévis en rapport, toujours, 
avec le taux maritime. 

Le tableau 118-D donne encore une comparaison entre 
Québec & Lévis sur les marchandises de troisiéme et de qua- 


trieme classes. C'était inutile dtinclure les dix classes. 
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~8317- M. Yves Poisson. 

Ce sont des estemples qui l'on donne et la fagon, encore, 
ont le tarif Duncan joue. 

La troisiéme colonne, qui indique Montréa}j, 
démontre que de Montréal, par exemple, au point extréme 
qui est Halifax, la différence dans le taux de troisiéme 
classe n'est que 6¢ le 100 livres. 

Le but de cette colonne-la était de faire res- 
Sortir le fait que Québec, A cause de la nécessité dans 
laquelle elle se trouve dtacheter des produits manufactu- 
riers de Montréal ou de Toronto ou dtautres parties d'Onta- 
rio, se trouvait dans l*impossibilit de soutenir une concur- 
rence en ce qui concerne le commerce de gros, parce que 
Québec est alors obligé, stil entrepose des marchandises, 
ou plutdot si les marchands de Québec entreposent des mar- 
chandises, et stils doivent acheter au prix d'texpédition 
de Québec vers les points indiqués, ils doivent payer le 
prix qui déja a été payé pour faire venir la marchandise de 
Montréal ou des autres points A l'Ouest. 

Le tableau 118-E est simplement un autre exemple 
de la fagon dont le tarif Duncan nous atteint. 

Q. Le tableau 118-E intitulé: Taux comparatifs, 


wagons complets, par 100 livres, sur les grains et produits 
du grain, liste CG 180-2, en viguemr le 8 novembre 1949, de 
Québec, Lévis et Montréal aux points de destination indi- 


qués? 
R. Il stagit de la liste CG 180-2 des chemins de 


fer. L'texemple a été pris sur les grains cette fois-la. 


Le Président: Quelles sont vos observations 
générales sur ce tableau-1a? 
R. Si vous me le permettez, Votre Seigneurerie, 


jtarriverai 4 cela en faisant d'autres brefs commentaires 


sur l'ensemble du mémoire, Cela me permettra dtarriver 4 une 


conclusion dtensemble et plus compléte. 


Le gavleautiaenrs . sor 


nop a¢ 


i; 


Na8 


' 


ih 


- 
- 
PO 


a8 


23 eh” 


HO gup 2 


=n 


8 


* 


. 


tet el + 


. 
' 


a 


ond? 


ee 


ve 


sO 


tisvuoO 


* fn 
3 


OFF 


Ft 92 


” 


ee er 


Sadup- 


— 


t 


é 


sag 


g 
\ 


ee 


ep 3 
are a 


os 


4 


te 
Mae 


7° 


ge #162 


s 


guov £¢ 


at 


ft 9m 


2 
ag 


ig @ 


mm 


oer Me 


na 


ae 


L 


s 


oie 


aor 
99 


5 


br a 


hon: He. o..dine 


: 


y uy 
/ ie 
M97. Se 


oe 


? g : 


Pm 


. 


em 94 


: 


ae » bee a 
lew Pit 12 


£ 


-~8318- M. Yves Poisson. 

M. O'Donnell: Celui des taux comparatifs? 

R. Celui des statistiques sur l'expédition du 
blé, de l’orge et de ltavoine, pour fins dtexpédition. 

Au mémoire principal, 4 la page 25, nous citons 
L'artiftle 42 de la Loi du Transcontinental dans lequel 
il est dit que ce chemin de fer a été construit pour éviter 
que la marchandise en provenance de l'Ouest, et plus parti- 
culiérement le grain peut-@tre, ne soit expédiée par les ports 
de ltAtlantique des Etats-Unis. 

Le Président: Comment dites-vous cela? Pour 
empécher les pooduits de l'Ouest d'étre transportés par les 
ports, des Etats-Unis, sur l*Atlantique? 

R. Crest une des raisons pour lesquelles le 
Transcontinental a été constnuit. 

Q. Pour garder ce traffic pour les ports cana- 
diens? 

R. Oui, monsieur. Alors, on constate, par les 
chiffres donnés par ce tableau-la, qu'il y a encore une forte 
proportion des trois espéces de grains mentionnés qui sont 
expédiés par les ports de l'Atlangique des Etats-Unis. 

Il reste 4 véfifier, en rapport avec le tableau, 
Si tout le grain, dont il est question dans la premiére 
colonne, apres les années mentionnées, a vraiment été expédié 
par les ports de l'Atlantique daz Etats-Unis. A caude du 
fait que les expéditeurs expédient le grain par 1a, qu'il 
passe vraiment par les Etats-Unis, c'est une chose que nous 
aurions voulu établir, mais il nty a pas moyen de l'tétablir. 

Q. Est-ce que vous savez qu'il y a un volume 
considérable de blé américain qui passe par le port de 
Montréal? 

R. Non, je ne sais pas cela. 

Qs Continuez. 

R. Ctest pour la piéce 118-F. 

Q@. Dans certaines années, il y a plus de blé 


américain qui a passé par le port de Montréal qutil en a passé 
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Sy We M. *ves Poisson. 

par lesports de l'Atlantique des Etats-Unis. Je ne parle 
pas des années récentes. Continuez. 

R, Je référe 4 ltexhibit principal, le numéro 
118. Il y a des points que jtai dé5a& touchés ce matin et 
qui ne se rapportaient pas A cela. [1 y a tout de méme 
quelques exemples que je voudrais ajouter avec références 
précises 4 certains paragraphes. 

Par exemple, au paragraphe 3 de la page l, je 
voudrais citer en exemple le fait que ltexpédition de Qué- 
bec 4 Chicoutimi a pris jusqu'a 10 jours et 12 jours par le 
National Canadien; que l'expédition de Québec 4 Terre-Neuve 
par Sydney prend généralement 6 Semaines, alors que par 
les bateaux de la Clark Steamship cela prend pas plus que 
F0u VOujouns LO jours au maximum,--sauf 1’inconvénient 
que les bateaux de la Clark Steamship, qui sont dans la méme 
Situation que les attres transatlantiques ou les bateaux 
des Grands Lacs préférent prendre des cargaisons complétes 
a Montréal pour stéviter les frais dtarréts 4 Québec, et 
dans certains cas nos marchands ont été bbligés dtexpédier 
leur marchandise & Montréal pour qufelle soit placée A bord 
des bateaux de la Clark Steamship ou bien de les expédier 
par train avec tout le délai que cela constitue. 

M. Desmarais: Ce délai est an désavantage pour 
voS marchands étant donné que leurs clients achétent dans des 
endroits ot ils peuvent obtenir leur marchandise plus rapide- 
mentM 

R. Oui. En ce aui concerne le paragraphe 4, sur 
la méme page,--jtai fait allusion au service, en particulier, 
a la voie de Québec-Richmond, et je voudrais ajouter la-dessus, 
en ce qui concerne le transport des passagers que les wagons 
fournis sont tellement vieux et on mta dit, et ctest un certain 
conducteur du chemin de fer qui me lta dit, qutils avaient été 
construits en 1880. Je ntai pas eu de peine A le croire parce 


que certains de ces wagons sont encore éclairés au gaz. 
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~8320- M. Yves Poisson. 

Q. sLeur principale valeur est dans le fait 
qutils sont de ltantiquité? 

R, Exactement. En 1929, et durant quelques an- 
nées précédant 1929, il y avait un rapide qui donnait un 
service beaucoup plus satisfaisant sur cette voie-la, 

Mais, avec le service actuel, il est impossible que le 
chemin de fer songe jamais A soutenir la concurrence avec 
les compagnies de transport par autobus. 

Maintenant, en ce qui concerne Québec, ce point- 
14 nous intéresse parce qu'il y a des gens qui ne demeurent 
pas plus loin qutaé 100 milles de Québec et A la méme dis- 
tance de Montréal quiseraient intéressés A acheter ou faire 
leurs achats chez nous, mais en plus du mauvais service 
donné sur cette voie-la nous sommes organisés de telle 
fagon que des voyageurs, par exemple, qui partent de Ples- 
ssisville ou de Victoriaville, qui est plus éloigné de 
Montréal que de Québec, peuvent aller passer plusieurs heu- 
res 4 Montréal durant la m&éme journée et pow venir, le 
soir, a Québec, ils ne peuvent y passer pas plus que deus 
heures et demie ou trois heures et en certains temps jusquta 
trois heures et demie et quatre heures. 

Sur les paragraphes 1 et 2 de la page 2, j'ai dit 
& peu prés tout ce que jtavais A dire ce matin. 

Sur le paragraphe 3 il est question de la navi- 
gation cotitre. La navigation cotiére est celle qui dessert 
la cote nord du fleuve Saint-Laurent et dont le port dtatta- 
ches naturel est Québec. A partir de la Malbaie, il nty a 
pas de chemin de fer pour desservir cette région et jour des 
rsisons dont jtignore les détails il semble que cette naviga- 
tion cotiére stbit actuellement une dépressioni et il serait 
important pour nous qu'une étude soit faite. En tout cas, 


je la signale a4 l'tattention de la Commission. 
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~8321- M. Yves Poisson. 

Au paragraphe 4, nous nous plaignons, et comme 
je l'timagine beaucoup d'autres points du pays, que la 
politique des chemins de fer ne tient pas compte des inté- 
réts des régions économiques. 

Jtai cité, ce matin, en ce qui concerne le ser- 
vice, l'exemple de la marchandise dtun marchand de Québec 
qui est allé brfiler 4 la gare Bonaventure de Montréal alors 
qutelle était destinée a Viebordaviile. 

Je ne connais pas les conclusions auxquelles la 
Commission en arrivera, mais en autant que nous sommes con- 
cernés, nous aimerions que, autant que possible, sans venir 
& ltencontre des intéréts de la nation, les chemins de fer 
tiennent compte des besoindg locaux de certaines régions 
économiques en ce qui concerne le service et, méme, si 
possible en ce qui concerne les taux. Et, ce principe-la 
pourrait stappliquer non seulement chez nous mais dans plu- 
sieurs régions économiques du Canada. 

Au paragraphe 6 de la page 2, il est question du 
transport aérien de Québec. Ctest un probléme que je ntai 
pas eu ltoccasion dtétudier longuement et sur lequel je 
voudrais mentionner au moins quelques points. 

Actuellement, il est impossible, par exemple, pour 
un homme qui demeure 4 Québec de tirer profit du service des 
Canadian Pacific Airlines pour venir 4 Ottawq en particulier, 
--je cite ce cas-la 4 titre d*exemple seulemeht. Je pense 
qutil pourrait stappliquer 4 dtautres cas aussi,--a cause du 
fait que les avions du Canadian Pacific Airlines arrivent 
quelques minutes trop tard 4 Dorval pour faire la correspon- 
dance avec le TransCanada Airlines. 

Q. Maintenant, les numéros 7 et 8 se rapportent 
& deux chemins de fer qui desservent indirectement Québec? 


R. Oui, et qui ont quand méme ;pour nous une 


certaine importance économique. 
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Q. Et vous les mentionnez 1A pour quelles rgi- 
sons? 

R. Parce quten ce qui concerne le chemin de fer 
Matane-Mont joli on a constaté que le service est beaucoup 
trop lent et les taux trop élevés. Et, nous nous demandons 
stil ne serait pas avantageux que ce chemin de fer 14 soit 
poursuivi jusquta Gaspé afin de rejoindre l'autre trongon 
du National Canadien qui part de Matapédia et qui fait le 
tour de la péninsule de la Gaspésie en sens inverse. 

Un autre facteur, trés important, en ce qui con- 
cerne 4 la fois le chemin de fer me Matane et celui qui fait 
le tour de la péningulaé de la Gaspésie, cfest l'industrie du 
tourisme. Le chemin de fer actuel de Matane-Gaspé est dans 
un 6tat tel que sa moyenne de vitesse est dLenviron 20 milles. 
& ltheure et que, pour ma part, j'ai peur de voyager dessus. 
Et j'ai constaté, pour y étre allé en automobile dans cette 
région-14, qu'il y a des endroits ot les deux rails ne sont 
pas assez et suffisamment de niveau pour que le train puisse 
fonctionner 4 une vitesse normale. Un bon JOU) be pelt y | 
arriver due des accidents fort graves se produisent. A 
certains endroits le train passe sur la falaise le long de la 
mer et stil y avait déraillement causé par un manque d'tentre- 
tien il pourrait y avoir des conséquences graves. 

En ce qui concerne le transport par camion, au 
paragraphe 9 de la méme page 2, nous pouvons CGR Rie gl her es Mom 
que dans l'ensemble les hommes dtaffaires de Québec tiennent 
& profiter le plus possible des avantages de ce genre de 
transport parce qutils obtimnnent un bien meilleur service 
que celui fourni par les chemins de fer. Et je peux citer 
le cas dtune maison en particulier ot il se fabrique de la 
brique de construction et qui a expédié de dix A douze mille 


wagons par année,--en 1948, ou durant les années antérieures. 
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En 1949, cette maison N8en aura pas expédier plus que huit 
mille wagons et son programme est d'ten expédier cing mille 
au moins si possible l'année prochaine Aa cause du fait 
qu'elle n'est pas satisfaite du service et, en plus, elle 
bénéficie de taux avantageux, surtout depuis la hausse, par 
le transport par camion. 

Je ne suis pas autorisé A faire une déclaration 
de principe au nom de la Chambre de Commerce en ce qui 
concerne la politique centralisatrice des régies du trans- 
port pour les camions, mais je crois que je représente 
l'opinion des hommes dtaffaires en disant que nous sommes 
opposés 4 une telle centralisation et jpour plusieurs rai- 
sons dont une des principales serait que si ltunion des 
cheminots entrant dans le commerce du camionnage les taux 
de transport pourraient peut-étre hausser encore une fois 
ou deux fois ce qutils sont actuellement parce que chacun 
sait que dans ces unions puissantes on partage le travail 
au point que dans certains cas il faut un homme jpour ouvrir 
une porte et un autre pour la fermer. 

Je n'ai rien a ajouter sur le paragraphe 10 de 
la page 3. 

Q. Est-ce que ceci compléte vos observations sur 
votre mémoire? 

Re. Jtaurais un mot a ajouter sur le but d'tensem- 
ble de ce mémoire-14, une conclusion générale. Les recomman- 
dations sur les points qui sont apportés dans le mémoire 
additionnel compléteraient A peu prés l'étude des questions 
du probleme du transport & Québec. I1 nous a été impossible, 
dans le peu de temps dont nous disposions, d'étudier A fond 
ce probléme-la et si ctest daas ltintention de la Commission 
de faire faire des études sur le probléme du transport dans la 
région, il y aurait certainement lieu de se servir des cas 
Gud sont. lez. 

Q. Bae oce que quelqu'un a des questions 4 lui po- 


ser? Alors, merci, M. Poisson. 
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~832h~ M. Yves Poisson, 


Le Président: Nous vous remercions. 


(page 8330 follows) 
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Translation of evidence 
which appeared in 
Volume 44 of November 14, 1949 


November 11, 1949. 
MORNING SESSION 


YVES POISSON, called. 


MR. DESMARAIS: There is a supplementary of the 
brief by the Chamber of Commerce to be added to this, 
to be presented by the Secretary of the Chamber. 

Q. Your name is Yves Poisson, I believe? 

Bo LO San Bie 

Q. You are secretary of the Quebec Chamber of 
Commerce? 

A. I em one of the two secretaries. 

Q@. For how long have you been acting as such? 

A, For three years and a half. 

Q- What is the membership of the Chamber of 
Commerce? 

A, Approximately 150, all business men. 

Q@. I understand that the brief submitted by 
Mr. Power applied both to Quebec City and the Quebec 
City Chamber of Commerce? 

Ais “LOS nashrs 

Q. You wish this morning to submit an additional 
brief to the main one? 

foe OTe cls icommect. 

MR. DESMARAIS: Now, I believe that it would 
be advisable, Mr. Chairman, to produce this additional 
brief, as well as some pages to which Mr. Poisson will 
refer, as Exhibit 118. This brief contains only two 
pages and a half and Mr. Poisson wishes to read it. 


THE CHAIRMAN: What are those sheets attached 


to the brief? 
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A, They are tables. Mr. Desmarais, in hearing 
evidence from Mr. Power, I took some notes which might 
be useful. Should I go on with this before I proceed 
with something else? 

MR. DESMARAIS: Speak louder. 

A. I said that during Mr. Power's evidence I took 
notes which might prove useful. Should I add these 
before submitting the other brief or make my comments 
immediately? 

THE CHAIRMAN: As you wish. 

A. Very well. 

Q@. Or rather you submit your comments immediately. 

A. There is a matter arising with regard to the 
disadvantages affecting Quebec City from the shipping 
viewpoint and also from the natural and artificial view- 
points. 

As an artificial disadvantage, I would like to 
draw attention to the policy of the ocean shipping 
companies, or even the river shipping companies, from 
the head of the Great Lakes or rivers to the Lower St. 
Lawrence where vessels from the Great Lakes proceed 
sometimes. 

Ocean-going vessels arrive in Canada with 
cargoes intended mostly to Montreal, or west of Montreal, 
or Montreal for distribution in the immediate Aistri.er 
and a smaller percentage is intended to Quebec harbour 
and the Quebec district. Due to the fact that for 
stopping and unloading a small cargo at Quebec, charges 
are as high as in the Montreal harbour for unloading 
an ordinary cargo, shipping companies have decided to 
unload at Montreal their whole Quebec cargoes and to 
pay themselves for railway transportation of the goods 
from Montreal to Quebec. To avoid the payment of 


additional charges for railway transportation from 
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Montreal to Quebec, it is apparent that they are 
endeavouring to attract goods to the Montreal harbour 
for not being forced to stop at Quebec when upbound 
Or downbound, or vice versa. 

Q. What are the companies involved? 

A. To my knowledge, this is the general policy 
of all the companies. 

Q. Foreign companies as well as Cenadian 
companies? 

A. Yes, sir. As regards shipping on the Great 
Lakes, I understand that there is a shortage of vessels 
Since the termination of the war, this preventing ships 
proceeding down to Quebec owing to lack of time. This 
has sometimes been the case. On the other hand, and 
the same problem arises inversely when referring to 
shipping from the Great Lakes to the St. Lawrence River, 
companies are sure of placing in their ships full 
cargoes at Montreal and can then sail up the Great 
Lakes, thus avoiding the necessity of proceeding down 
to Quebec as this would not give them a cent more under 
the prevailing rate from Fort William to Quebec for 
grain carried, particularly oats and barley, such rate 
being exactly the same as for Montreal harbour. 

Naturally, those companies have automatically 
the same tendency of attracting to Montreal goods which 
they are able to carry. 

Those are artificial disadvantages, They are 
evidently the result of the geographic location. 

From the railway standpoint, I am not a railway 
expert, but as far as I can realize from contacts with 
business men, and occasionally with railwaymen, the 
fact that the railway has large central stations in 


Montreal, as also in Toronto and Winnipeg, may 
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automatically and owing to the force of circumstances 
act against smaller economic centres. 

To substantiate this statement, I can quote a 
very striking case, that of a Quebec wholesale firm 
which had shipped an order for goods to Victoriaville, 
located on the main line from Quebec to Richmond, 

MR. DESMARAIS: What is the distance from 
Quebec? 

A. Approximately 70 or 75S miles by rail. Instead 
of shipping the goods from Quebec to Richmond,. through 
the line serving that section on the south shore, the 
goods went from Quebec to Montreal and ended up in 
burning at the Bonaventure Station fire. The claim 
from the buyer resulted in investigations being made by 
the shipper to find the goods. 

Q. How many miles would the goods have travelled 
before arriving at destination, namely, Victoriaville? 

A. Via Quebec? 

Q. No, from Quebec to Victoriaville? 

A. From Quebec to Montreal there are approximately 
163 miles by rail, and from Montreal to Victoriaville 
there ereseeo i tthesover,1T0Omites, 102 or 103 miles, I 
believe. I wanted to make this further statement as an 
iddustra taon) ol) theiease:: 

THE CHAIRMAN: What do you propose to remedy 
the situation? Do you outline some retledial measures 
in’ your brief? 

A. Yes, sir, and I will develop them along with 
those in the brief I have here. 

Q. Is it only the harbours you are covering? 

A. No, industrial development at Quebec is dealt 
with. Mr. Power already gave one of the reasons why 


the St. Malo plants have been sought. It is because 
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they were offered at a very favourable price. I am 
aware of the fact -- I have no figures to quote -- that 
even if the companies which took possession of those 
plants wished only to engage in speculation on the 
buildings, the plants were worth buying just for that. 
At the time of the sale of the St. Malo plants, there 
were in Canada a shortage of building materials and also 
a shortage of buildings which might be used for industrial 
establishments. There is no doubt that this factor 
largely assisted in offsetting for a period of time, 
which cannot be determined, the disadvantages felt in 
Shipping and railway transportation in particular, and 
also in sea shipping, naturally. 

Another reason why industrialists wanted to come 
mence business at Quebec is that Quebec is known as a 
city where labour is peaceful and stable and where lower 
wages are requested than in other sections of the 
country + 

Quebec is a centre attracting people from the 
whole Lower St. Lewrence, particularly the Lake St.John 
and Saguenay districts. When I refer to the Lower 
St. Lawrence, I mean both shores. 

There is a population leaving rural districts 
for iskiaesorts of economic: factons, which! tris <not 
necessary to outline here, and arriving at Quebec. 
Consequently, there were consistently from 8,000 to 
10,000 unemployed workers even during the most prosperous 
periods and even during the war when, however, a decrease 
was noted. This is instrumental in reducing the cost 
of labour. Neturally, I believe that industry is 
interested in places where labour is cheaper. 

The third consideration I would like to mention, 


and what Mr. Power already stated, is the disadvantage 
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of being at Quebec, as elsewhere besides, under the 
jurisdiction of the Netional Harbours Board. The Sorel 
harbour is a harbour administered by local individuals 
who are masters of their decisions and can offer any 
rates without having to write to Ottawa or telegraph 
Porc elses . 

At Three Rivers harbour, there is a real 
discrimination towards Quebec. It is another harbour 
under the National Harbours Board. The construction of 
&@ grain elevator was allowed on the National Herbours 
Board property. when this grain elevator is actually 
managed by a private company entitled to ask the rates 
desired for receiving or shipping grain or for storing 
it. This is one of the numerous cases I could give with 
respect to the disadvantages in national harbours. 

It is fairly difficult before conducting a special 
survey to decide on how to make a concrete proposal. 

However, it seems to us, 48S we are near the 
harbours and have had the opportunity of visiting them 
on many occasions, that the main factor capable of 
influencing the policy of the national harbours would 
be to balance the budget of every individual harbour. 
If revenues 2re not sufficient to maintain the harbour 
facilities, it is just too bad and operations are to be 
discontinued. This applies to a number of sheds which 
are so damaged as a result of time and lack of repairs 
that apparently it would not be profitable to repair 
them. I even heard that they are shortly to be completely 
demolished. This is an example of how the organization 
of the national harbours can serve us. 

If there were a local body, no matter the 
publicity made to the Quebec harbour and having regard 


to the administration costs involved to meet the 
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requirements of the patrons in the vicinity of Quebec 
and the Quebec economic district, it surely would be 
possible to obtain a heavier traffic in the Quebec 
harbour. 

I will give an example which I studied myself 
recently, namely, cheese shipping, mentioned by 
Mr. Power in his brief. At present, the Quebec harbour 
cold storage warehouses are not equipped for accome 
modating cheese for preservation before it is placed 
in ships. Facilities are not provided for keeping 
cheese in good condition for the period during which 
warehousing is required pending ship loading. 

Q. Are you referring to cold storage warehouses? 

A. Yes, sir. Where possible, if a local body had 
something to say in the organization, it would be an 
easy matter to remedy such a situation and obtain cheese, 
for instance, from the Lake St. John district. 

THE CHAIRMAN: Are there no officers in the 

Board office at that harbour? 

A. There are officers who, in my opinion, are 
strictly subject to directions from Ottawa, 

Q. Are they permanently located at Quebec? 

A, There is & port manager, as in all other. ports. 

Q. And he has employees under him? 

Ag -LOSy: S17. 

Q. Did you make representations to this gentleman 
regarding the points you are submitting here? 

Fe eS g vee 

Q@. He is certainly doing what he can. He can 
make representations to his head office? 

A, As far as.I am concerned, I am not in a 
position to determine to what extent his powers enable 
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Q. You said a moment ago that there is to be 
some -- 

MR. DESMARAIS: Bulldings to be demolished 
Tuc rve ys 

A. Ido not believe that the Quebee port manager 
gecided, thar, 

THE CHAIRMAN: Nevertheless, he is there? 

an kee oo 

Q. You have at least the possibility of having 
an interview? 

MR. DESMARAIS: Are you contending that the 
manager there is simply responsible for the administra- 
tion of the port. and is not taking any initiative for 
bringing business to the port? 

MR. O'DONNELL: Pt tsa 41 0C le. Coo much, 

ho No initiative? Now, listen, I cannot say that 
he is not taking any initiative. 

MR. DESMARAIS: BUL ery si Coie? 

A. nes. very litte and insurficiently. We are 
absolutely under the impression. that. the port manager 
1S. aa pare Zed, OL Leer, 

Oh ink ORL. GO. not mean, physically? 

Aen Nove DUtu Dy) Coos rie id. Limits. 

Q.. Are there other questions, you. would, like to 


raise. regarding.Mr. Power's, evidence? 


A. Yes.,.the.question. of, rates, on. the, Transcontinental. 


I woyld lé@ke to,state. further,was: regards. the. rate, over 
the Transcontinental line of the Canadian National, that 
the rate of 24 cents per cwt. makes 14.40 per bushel 
when converted. At present, the cost is 12-1/2¢ per 
bushel for bringing wheat from the head of the Great 
Lakes to Quebec by water, plus 1/2¢ for transshipping, 


if necessary, when wheat is carried from the boat itself 
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oceane-going vessel which is to carry it. This is to 
arrive at the conclusion that in spite of -- 

THE CHAIRMAN: What is the rate for Montreal? 

Ay. By boat? 

Q. From the Great Lakes to Montreal for loading 
on board ship in Montreal? 

A. It is the same rate by boat. 

Q. Then, what do you propose? 

A. Now the 14.4¢ per bushel is representing 
more than 12-1/2¢ per bushel by boat. 

Q. Is it by bushel or by cwt,.? 

A. By bushel 14.4¢; per cwt., 24¢. 

Q. It is the rates prevailing in Montreal and 
Quebec although, in your case, you are farther from the 
Shipping point or region. Then, what are your 
grievances, what do you have to say? What do you 
propose? 

A, The situation prevailing at Quebec should be 
considered as a whole. It is difficult, as there 2re 
several factors each involving changes. For instance, 
in the organization of the Netional Harbours Board, 
and perhaps also in the organization of the railways, 
itemight be possible, and I am*satisfied that it would 
be, to retain at least the portion of goods which 
normally would proceed down the Quebec harbour rather 
than to Montreal or elsewhere. 

There is no complaint against Montreal in that 
case. The centre is called Montreal and the matter is 
&@ geographic one. Nothing can be done. This is not 
the point. 

Q,. You have no publicity agency? 

A, This is one of the factors . 

Q. And, at Montreal, are there any advantages? 


The Montreal harbour is subject to the same jurisdiction 
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as the Quebec harbour? 

A. Yes; sir. However, industrial production in 
Montreal is so considerable that it is profitable for 
ocean-going vessels to proceed to that harbour. 

MR. DESMARAIS: Mr. Smith asked Mr. Power a 
question to which he referred you. This is with regard 
to the volume of goods carried from Quebec to Levis to 
take advantage of the Duncan rates? 

A. As far as I..am concerned I have no figures in 
this connection. I have nothing in the form of figures. 

Q@. Could you forward figures to the Commission in 
this respect? 

A. WYoes.« oir. dvagnree, to, forward such tigures, 12 
possible. 

When transportation from Quebec to Levis is by 
truck, it sometimes happens that it is fairly OVfiicul. 
to determine the figures. There are no official 
statistics from the trucking companies. If I am able 
to obtain figures, it will be from a specific company, 
called the Levis Tramways. 

THE CHAIRMAN: Is the trucking service con- 
trolled by the Province of Quebec? 


AG Bes chin. 


--The meeting adjourned at 1 p.m, to meet again at 2.45 pm, 
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- November 11, 1949, 
AFTERNOON SESSION 


YVES POISSON, recalled 

MR. DESMARAIS: Mr. Poisson, I understand that 
you have something to add with reference to the informa- 
tion you were requested to provide on the transportation 
of goods from Quebec to Levis? 

A. Yes, sir. Present statistics cannot be obtained 
on trucking, for two reasons. As regards -- 

THE CHAIRMAN: You cannot secure any? 

Ke NO nO, Statistics on ‘that. 

On what? 

A. Statistics on goods carried from Quebec to 
Levis by truck because official statistics are unavaile- 
able on the trucking system as far as companies and 
organizations are concerned; second, in many instances, 
firms use their own trucks to carry goods to Levis, 

The only reliable source might be the railway 
itself, which is in a position to state what quantities 
of goods originating from Quebec left Levis for shipment 
to the Lower St. Lawrence. 

After considering this point, I wonder whether 
it would be useful to seek figures which would not agree 
with actual facts. 

Q. You are the one who asked the question? 

MR. DESMARAIS: It is Mr. Smith. We could 
explain the matter to Mr. Smith and see what he has 
LO: Say 

THE CHAIRMAN: Mr. Smith, you wanted to know 
the volume of traffic of goods there was between Quebec 
and Levis. The witness tells us it is impossible to 
find thatijout. 1ithere. isi'no’ way of getting at that. Do 


you wish to go any further? 
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MR. SMITH: No. 

THE WITNESS: There remains only the question 
of employment raised by Mr. Power's testimony. The 
City of Quebec in its claims against the railways, 
especially the Canadian National, mentioned employment 
for the reason that the city had a contract with the 
Transcontinental under which the shops established in 
Quebec were creating employment. 

I do not think that it can be taken for granted 
that in principle the railway is existing to give 
employment in the city, or anything else. 

It was the only thing I wanted to point out. 

MR. DESMARAIS: In so far as your memorandum 
1s concerned, I do not think it is necessary to read 
it all. The stenographer will enter it as it stands, 
as if it had been read. 

Awe Yes jes hs 

La Chambre de Commerce de Quebec (Quebec Chamber 
of Commerce) -- Additional memorandum for the 
Royal Commission of Inquiry on Transportation 
(Commission Royale d'Enquete sur le Transport). 
Introduction 

Because of the circumstances explained by the 
Honourable C. G. Power, attorney for the City of Quebec 
and the Quebec Chamber of Commerce, to the Honourable 
Justice W. F. A. Turgeon, Chairman of the Royal Com-~ 
mission of Inquiry on Transportation, it was impossible 
for us to investigate satisfactorily certain problems 
of transportation affecting to a considerable extent 
the City and the District of Quebec. On the other hand, 
some parts of the mein memorandum which was submitted 
on November 8th would have gained by being more 


elaborate. 
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Problems to be studied thoroughly. 

Amongst the points which would have gained by a 
closer examination, we want to note especially the 
following: 

1. The relations between the Canadian Pacific 
Company and the City of Quebec which were referred to 
in the account on the terminal that was to be maintained 
at Quebec under a contract sanctioned by the Quebec 
Legislature in 1883 (see page 33 of the main memorandum), 
as well as the service provided at Quebec by the Quebec 
Central Railweys (from Quebec and Levis to Sherbrooke, 
via Thetford Mines). 

2, A more complete investigation, going into, 
if possible, concrete cases, of the effects of the 
centralization of the national harbours on the Quebec 
harbour. 

3. The slow service given in the transportation 
of goods, especially by the Canadian Netional Railways 
and, to be more precise, at the Charny Junction, a few 
miles west of Quebec, on the south shore of the 
St. Lawrence River. 

4, A more detailed study of the service pro- 
vided at Quebec by the different lines of the Canadian 
Netional Railways, especially the Quebec~Richmond line. 
Uninvestigated problems 

In order to enable the Royal Commission of 
Inquiry on Transportation to have a general view of 
the transportation problems at Quebec and in the district, 
it would have been useful, if not necessary, to tackle, 
in addition to the questions raised,the following: 

1. Effects on the Quebec harbour of the present 
policy and of the rates of the ocean=shipping companies 
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intermediate cities; 

e. Effects on the Quebec harbour of the present 
policy and of the rates of the inland shipping companies, 
from the head of the Great Lakes to the Gulf of St. 
Lawrence; 

3. A study of the present problems of coasting 
and their results on the business at the Quebec harbour; 

4, A comparative study of the rates in order 
to establish the Quebec and district competition zone 
and to find out if this zone of competition corresponds 
truly to what is called the Quebec economic region; 

5. A study of the present effects of the rates 
charged on goods to be exported through the ports of 
the St. Lawrence and of the Atlantic Ocean; 

6. <A study of the problem of the air transport 
at Quebec, of the connections between the C P. Airlines 
aircraft and the aircraft of other air companies, 
especially the T.C.A. at Dorval, and others, as well 
as the quality of the services presently provided by 
Ghes Cer wAirhines: 

7. A study of the problem of the railway between 
Matane and Mont Joli and its effects on the economy of 
Quebec and the Quebec District; 

8. A similar study of the railroad of the 
Gaspe Peninsula, which is owned now by the C.N.R.; 

9. <A study of the conditions under which 
trucking companies are now operating and the effects of 
this new type of transportation on the economy of Quebec 
and the district of Quebec; 

10. A study of the same problem in connection 
with the transportation of passengers by bus. 

The Quebec Chamber of Commerce submits to the 


Royal Commission of Inquiry on Transportation that the 
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collection of precisions on all these problems or any 
related problem would be very useful. Moreover, the 
Chamber offers the Commission its fullest cooperation. 

The Chamber of Commerce submits also, as an 
appendix to the main memorandum, tables of rates which 
will enable the Commission to make certain comparisons 
that should by their nature throw more light on some 
points mentioned in the said memorandum. 


Quebec, November 9, 1949, The Quebec Chamber of Commerce, 


Q. You have attached tables to this memorandum. 
Would you kindly mark every table by a letter and tell 
us briefly what that table represents and what you want 
to prove with these tables? 

A. I can do that. Explanations would surely 
have to be given afterwards. 

Table 118-A, entitled: A Few Rates of 3rd and 
4th Classes, by carload lots, per cwt., to establish the 
limits of the competition zone of Quebec with Montreal, 
Toronto, Halifax, St. John, N.B.,and Levis, refers to 
section 4 in the memorandum -- I mean memorandum 118. 

Table 118-B, which gives the cost price per cwt. 
of potatoes for each of the points of destination shown, 
tends to establish how the shipping rates are working 
with respect to Quebec. It refers especially to sub- 
sSction Ay 

Subsection B tends to show that even if Quebec 
were included in the preferential zone, the points 
located outside that zone and the destinations corres- 
ponding to the destinations mentioned in subsection A 
would not compete with the marine preference. 

Section 2 is bent on making more comparisons 


between the existing rates on the same goods between 
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Quebec and the other cities mentioned. 

Q@. I understand that you want to strike out the 
words Isle-Verte, Riviere-Blanche, Grand Falls, and 
Charlottetown? 

A. In subsection B, because that destination, the 
example given there, was to comprise only the destination 
based on the regular mile rates. 

At the bottom of subsection B there is the example 
of Chatham, OnraEwaN and Ingersoll, Ontario, Honestly, 
the group to group rates could decrease the price of these 
Same goods. 

Document 118-C is a table based also on the price 
of potatoes after the two increases of 21% and 84. 

Q@. And what does this establish? 

A. The two main lines, evidently, are the lines 
affecting Quebec and Levis, in connection, always, with 
the marine rates, 

Table 118-D gives also a comparison between 
Quebec and Levis for goods in the 3rd and the 4th classes, 
It was useless to include the ten classes, These are 
examples given to show how the Duncan rates are working. 

The third column giving Montreal shows that from 
Montreal, for instance, to the extreme limit, which is 
Halifax, the difference in the 3rd class rate is only 
6¢ per cwt. 

The purpose of that column was to stress the fact 
that Quebec, because she has to purchase manufactured goods 
from Montreal or Toronto or other parts of Ontario, could 
not possibly compete in the wholesale trade. Quebec has, 
if she stores goods or rather if the Quebec merchants 
store goods, or if they have to buy at the shipping price 
from Quebec to the points mentioned, they have to pay the 
price already paid to bring the goods from Montreal and 


from points west of Montreal, 
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Table 118-E is merely another example of how the 
Duncan rates affect us. 

Q. Table 118-E, entitled "Comparative rates, 
carload lots, per cwt., on grain and eestn products, 
List CG 180-2, effective November 8, 1949, from Quebec, 
Levis and Montreal to the points of destinations shown? 

A. This is Railway List CG 180-2. Grain has been 
taken a3 an example this time, 

THE CHAIRMAN; What are your general observations 
on that table? 

A. With your permission, my lord, I will come to 
that point by commenting briefly on the memorandum as a 
whole. This will enable me to reach a more general and 
more complete conclusion, 

Table 118-F -- 

MR. O'DONNELL: The comparative rates table? 

A, The table of statistics on wheat, barley and 
oats for shipping purposes. 

In the main memorandum, on page 25, we quote 
section 42 of the Transcontinental Act in which it is 
Stated that this railroad was built to prevent goods from 
the west, and especially grain, perhaps, from being 
Shipped through the U.S. Atlantic ports. 

THE CHAIRMAN: What do you say? To prevent 
western products from being shipped through the U.S. 
ports on the Atlantic? 

A. It is one of the reasons for which the Trans- 
continental was built. 

Q. To keep this traffic for the Canadian ports? 

A. Yes, sir, Then, the figures given in that table 
Show that a big proportion of the three kinds of grain 
mentioned are shipped through the Atlantic ports of the 
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It remains to establish, in connection with the 
table, if all the grain given in the first column, after 
the years mentioned, was really Shipped through the U.S. 
Atlantic ports. Because of the fact that the shippers 
Ship the grain that way, that the grain really passes 
through the United States, it is something we would have 
liked to establish, but which it is impossible to 
establish, 

Q. Do you know that a considerable quantity of 
American wheat is passing through the port of Montreal? 

Als No, alrdonsttalknownthst- 

Q. Go ahead, 

A. This is about document 118-PF, 

Q. In some years more American wheat passed by the 
port of Montreal than by the Atlantic ports of the United 
States. I do not mean recent years. Continue. 

A. I refer to the main exhibit, No. 118. ‘There 
are some points which I already touched upon this morning 
but which did not relate to this matter. There are, 
however, a few examples that I would like to add with 
definite references to certain paragraphs. 

For instance, in paragraph 3 of page 1, I would 
like to cite as an-example the fact that shipping from 
Quebec to Chicoutimi by C.N.R. took as long as 10 and 
l2 days; that shipping from Quebec to Newfoundland 
through Sydney generally takes 6 weeks, while it does 
not take more than 5 to 6 days, 10 days is the maximun, 
by the Clark Steamship Company -- except the disad- 
vantage that the ships of the Clark Steamship, being in 
the same position as the other Transatlantic or Great 
Lakes ships, prefer taking full cargoes at Montreal in 
order to avoid the expenses arising from a stop at 
Quebec, and in some cases our merchants were forced to 


Ship their goods to Montreal to have same put on board 
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the Clark Steamship boats or to ship same by train with 
all the delay involved. 

MR, DESMARAIS: The delay is a disadvantage 
for your merchants since their customers buy where they 
can obtain their goods more rapidly? 

A. Yes. In so far as paragraph 4 of the same 
page is concerned, I referred to the service, especially 
on the Quebec-Richmond line. I would like to add in 
this respect in connection with the transportation of 
passengers that the cars used are so old -- I was told, 
and this by a railroad conductor, that they were built 
in 1880, which I easily believe because some of these 
cars are still lighted with gas, 

Q. Their main value resides in the fact that they 
are antiquities? 

No, Exactly, (in 10290. and during a few years 
previous to 1929, there was a fast train giving a much 
more satisfactory service on that line, But, with the 
present service, it is impossible for the railroad to 
ever think of competing with the bus companies. 

Now, about Quebec. We are interested in this 
point because there are people living not over a hundred 
miles from Quebec and at the same distance from Montreal 
who would be interested in making their purchases in 
our city, But, in addition to the bad service given on 
that line we are organized in such a way that passengers, 
for instance, leaving from Plessisville or Victoriaville, 
which is farther from Montreal than from Quebec, can 
spend several hours in Montreal on the same day and come 
back at night. At Quebec, they can spend only 2-1/2 or 
3 hours and at certain times up to 3-1/2 or 4 hours, 

About paragraph 1 and paragraph 2 of page 2, 

IT said about everything that I had to say this morning. 
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Paragraph 3 deals with coasting. This coasting 
serves the North Shore of the St. Lawrence and its natural 
home port is Quebec.- From La Malbaie, there is no railroad 
to serve the region and for reasons unknown to me it seems 
that this coasting is declining at the present time and it 
would be important that an investigation be made. At any 
rate, I bring this to the attention of the Commission, 

In paragraph 4 we complain, and I imagine that 
many other places in our country do likewise, that the 
policy of the railways does not take into account the 
interests of the economic region, 

I quoted this morning, in connection with the 
service, as an example,the goods of a Quebec merchant that 
were burnt in the Bonaventure Station in Montreal although 
they were being shipped to Victoriaville, 

I do not know what will be the conclusions reached 
by the Commission, but as far as we are concerned, we 
would like, in so far as it is possible without prejudice 
to the common good of the nation, to see the railways 
consider the local needs of certain economic regions for 
the service and even for the rates, if possible. And 
this principle could be applied not only in our region 
but in several other economic regions in Canada, 

Paragraph 6 on page 2 deals with air transport 
at Quebec. I did not have the opportunity to study fully 
this problem but I would like to mention at least a few 
points, 

At the present time, for instance, it is impossible 
for a man living in Quebec to benefit from the service of 
the Canadian Pacific Airlines to go to Ottawa -- I mention 
this case for an illustration only, as the same thing would 
apply to other cases as well -- begause the Canadian 


Pacific Airlines aircraft arrive at Dorval a few minutes 
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too late to make the connection with the Trans-Canada 
Airlines. 

Q. Now, Nos. 7 and 8 deal with two railroads 
serving indirectly the City of Quebec? 

A. Yes, they have, however, for us a certain 
economic importance. 

Q@. And why do you mention them? 

A. Because in so far as the Matane-Mont Joli rail- 
road is concerned we have noted that the service is much 
too slow and the rates are too high. And we wonder if 
it would not be a good thing to extend this railroad as 
far as Gaspe in order to meet the other branch of the 
C.N.R. starting at Matapedia and extending around the 
Gaspe Peninsula in the other direction. 

Another very important factor, interesting both 
the Matane and the Gaspe Peninsula railways, is the 
tourist industry. The present Matane-Gaspe railroad is 
in such a poor condition that its average speed is about 
20 miles per hour and, for my part, I am afraid to travel 
on that railroad. And I have discovered, because I have 
been in that region by motor car, that at some places 
the two rails are not sufficiently brought to a level to 
allow the train to run at a normal speed. very serious 
accidents are liable to occur some day. At some places 
the train passes on the cliff alongside the sea and 
should a derailment take place on account of a lack of 
maintenance there could be serious consequences, 

In so far as trucking is concerned, paragraph 9 of 
the same page 2, we can state positively here that the 
Quebec business men, generally, want to benefit as much 
as possible from this type of transport because they are 
given a far better service than the service provided by 


the railways. And I can mention especially the case of 
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a firm manufacturing brick for construction and which 
shipped between ten and twelve thousand cars per year, 

in 1948 and in the previous years, In 1949 this firm 
Shipped only eight thousand cars, and its policy is to 
ship five thousand cars or less next year because it is 
not satisfied with the service and, in addition, it enjoys 
favourable rates, especially since the increase, in 
shipping by truck. 

I am not authorized to make a statement of 
principle in the name of the Chamber of Commerce regarding 
the centralizing policy of the trucking controls, but TI 
believe that I express the opinion of the business men 
when I say that we are opposed to such a centralization 
and for several reasons, One of the main reasons would 
be that if the Union of the Railway Employees would step 
into the trucking business transport rates would perhaps 
climb again and double and even triple, because everyone 
knows that in these powerful unions the work is split to 
such a point that in certain cases a man is required to 
open a door and another one to close it, 

I have nothing to add about paragraph 10 on 
page 3. 

Q. Is this all your remarks on your memorandum? 

A. I would have a word to add on the memorandum as 
a general conclusion. The recommendations on the points 
brought up in the additional memorandum almost complete 
the study of the transport problem at Quebec. It was 
impossible for us in the short time at our disposal to go 
deeply into the problem, and if it is the intention of the 
Commission to have the transport problem in the region 
investigated, the cases mentioned here could certainly 


be used, 
Q. Has anyone any questions to ask? So, thank you, 
Mr. Poisson, 


THE CHAIRMAN: We thank you, 
(Page follows) 
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ROYAL COMMISSION ON TRANSPORTATION 
Ottawa, Ontario, 
Tuesday, November 15, 1949. 
MORNING .SESSION 
Rig eon hae Pinaiied: 
EXAMINATION RESUMED BY MR. SH#PARD: 

MR. SHEPARD: Mr. Chairman, before continuing with 
Mr. Moffat's evidence, I would like to make reference 
to the discussion which took place yesterday dealing 
with the policy-making powers of the Board of Transport 
Commissioners. It appears beginning in Volume 44 at 
Page 8491 of the transcript, and you, Mr. Chairman, 
at Page 8492 said that the assertion now is that che 
Board of Transport Commissioners is not fully carrying 
out the powers which it has under the Act in this 
respect,in aspectSof making policy. Then you requested 
that we should furnish you with the sections of the 
Act, as I understand it, which now provide policy- 
making powers to the Board. 

MR. CHAIRMAN: Yes. 

MR. SHEPARD: And which are not now being fully 
utilized,in our submission, by the Board. Mr. Chairman, 
our basic submission is that these powers are included 
in the broad powers found in Section 325 of the Riilway 
Act which places on the Board the duty to 
fix just and reasonable rates, and we consider that 
implicit in thisyduty is the necessity of the Board in 
performing its administrative functions to make policy 
in so far as various matters which we deal with in the 
brief are concerned. 

Then our submission is, and it is brought out 
in the brief, I think, that the Board must exercise 


discretion and make its own policy with reference to 
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determining the various expense items which form a 
fundamental part of determining the level of rates. 
In addition to that I wanted to make reference briefly 
to about half a dozen other sections in the Railway 
Act. 

Section 36 authorize 4, and apparently contem- 
plates that the Board on its own motion can inquire 
into and determine methods within its jurisdiction. 

MR. EVANS: That is limited to those things 
which could be made the subject of a Rental nts 

MR. SHEPARD: That is correct. 

THE CHAIRMAN: What are you raising, Mr. Evans? 

MR. EVANS: Those matters under Section 36 are 
all matters that could be the subject of complaint 
under the Act. 

MR. MCLEAN: Or where application - - - 

MR. SHEPARD: Quite. 

MR. MCLEAN: That would include the raising 
or lowering of rates. 

THE CHAIRMAN: It says here: "The Board may 
on its own motion, or shall on the request of the 


Minister - 


I suppose you would call it on 
the request if somebody asked you to do something and 
they did it. 

MR. SHEPARD: The point is that the Board by 
that Section, within the limits pointed out by 
Mr. McLean and Mr. Evans, has the right to make 
policy. \Lu 28) periape en interpretation of the wording 
there, but our submission is that they have tne right 
to take action on their own motion whether or not 
a matter is referred to it either by a complainant 
or by the government. 


THE CHAIRMAN: I think we must then find out 
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what you mean by the word "policy"if it is to ‘inquire 

into,hear and determine,any matter or thing which, 

under ‘this Act, 10 may “nduire? into,” hear and determine. 
MR. SHEPARD: » Our submission in’ that regard, Mr. 


Chairman, our entire brief, the entire evidence 


of the Manitoba case, is that a matter of policy includes 


all the factors that we are now considering dealing 
with rates and dealing with the powers. We say it 

is the duty of the Board to’ follow certain principles 
in rate cases which include all the aspects that we 
are putting forward in reference to railway operating 
expenses, and we consider that this is a policy- 
making matter. Therefore any subsequent argument 
after the evidence is in, will be around those lines. 

THE CHATRMANS’ Welty, Df 2 understood’ ‘parts of 
your brief yesterday you would lay the responsibility 

of the Government, 
for policy rather on the shoulders/ wouldn't you? 

MR. SHEPARD: They would be --- 

THE CHAIRMAN: I understand that in certain cases 
you’ would have the Act provide three or four different 
ways of doing a thing on which naturally the government, 
whenever occasion required, would say, "Now, do it 
this way”. 

MR. SHEPARD: No, Mr. Chairman, with respect that 
was not our intention. 

MR. CHAIRMAN: I beg your pardon? 

MR. SHEPARD: That was not our intention. 

Our intention was - - - 

THE CHAIRMAN: Let us see just what you did say. 

THE WITNESS: It is the bottom of Page le of 
Chapter 2 

COMMISSIONER ANGUS: Which Page? 

A. Page 12 of Chapter II of the mimeographed, Page 
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56 in the printed. 

MR. SHEPARD: I think the sentence you are 
referring to, Mr. Chairman, is the one beginning: 

"Furthermore, in cases where the Railway Act 

has laid down only the general lines of policy, 

che result will inevitably bel that in many 

situations there will be several alternative 
policies which might be adopted, all of them 
perfectly consistent with the general policy 

Lai @idown tuethevaActn" 

HE CHAIRMAN: Where are you reading from, Mr. 
Shepard? 

MR. SHEPARD: /Itiis at the bottom of Page’ 12 in 
the mimeographed brief. 

THE CHAIRMAN: Yes, what I had in mind was what 
you say under the heading "The Board Should be 
Considered a Policy-Making Body”. That Vela littie 
further on: Tnere you say - = well, I-don't want. to 
read Oe “ALP but what peot from tne “report ‘of “Lt 
yesterday under that heading was that the government 
was still to remain responsible for whatever the 
Board did, except that the government was not to 
interfere in the routine day-to-day work of the Board. 
es that nou orienc? 

MR. SHEPARD: Thav is correct, Mr. Commissioner. 

THE CHAIRMAN: That is what I say, that according to 
what you have under this heading it is merely the 
government who is to be responsible for questions of 
any) Inporvence. Fis that not rien? 

THE WITNESS: Not necessarily, sir. They have 
the authority to interfere but they do not necessarily 


exercise the authority on every occasion. 
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THE CHAIRMAN: Q. Well, when cannot they exercise 
it? 
Ang The phraseolory, ids. remember:it,. is «something 
to the effect that whenever = <)p- 
Q. You see, there can be no argument with the 
fact; that the »final. responsibility for public ,;policy 
deeisaions.in nts field, thatwis: the wratlwayifield, 
must rest with the highest policy-making body, namely 
the Dominion Government: 
nie Was poObmeed-out ine the brief . ..'. railway 
transportation is so vital and has such monopolistic 
characteristics that. our people are firmly of 
that view. But we are also of the view that it 
would be completely unrealistic to suggest ahat 
the Dominion Government should directly deal 
with a day by day administration of that policy, 
or“thateit- should attempt,to: lay .down..broad 
principles of policy without the benefit of 
detailed study by persons who are in close touch 
with the matters concerned." 
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A. There is the other sentence sir, on page 12 
"What we have in mind is that if 9a particuler issue 
arouses strong public concern, it might be suggested that 
that matter is exclusively a problem for the Board to 
decide, and that consequently the Government can do 
nothing about it". In other words the thought develops 
from there that because of that situation it is our 
view that the responsibility and suthority should be 
clear that whenever an issue does arouse strong public 
concern - 

THE CHAIRMAN: Where are you reading from now? 

Rw Prager lenot, cnanuer i) 4 

Q@. And in the printed volume, where? 

A. Page 56, almost the middle of the page. 

Q. Didn't you give me the example yesterday, for 
instance, on the question of depreciation? You said 
that the determination of depreciation should be left to 
be done in various ways? 

A. Yes. 

Q. And that the Government should from time to 
time or when occasion offers, tell the Board which way 
they ere to pursue? 

BO Cet ryt Conch nin pooped es vwhated | Sardis eit 
certainly wasnot what I intended. What I intended was 
that they should have the right to if it seemed to be 

"an issue of sufficient public importance, but 
that in ordinary conditions, it would be left entirely to 
the Board. I did not intend the exact wording I said 
yesterday. 

Q. How would that work out? The Board hes before it 
an application to authorize freight rates and then, 
according to the Act as you would frame it, they might 


deal with the question of depreciation in two or three 
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different ways? 

he et TS corrects 

Q@. And when the Government then says "Now here, this 
year you will deal with it this way" yesterday you said 
yes? 

A. I said they would have the authority to make such 
a recommendstion but thet we did not feel that they 
Should necesserily exercise all their authority on every 
occasion, and that in a good many cases the issue would 
be left entirely for the Board to deal with, 

Q. Well, you sey here" at the same time no one 
can accept the proposition that policy decisions in 
such an important field as this should be final if made 
by 2 body other than the Dominion Government. The 
ultimate responsibility for public, policies must rest 
with the Government "? 

Pewee. 

Q. Well, perhaps we can find a way through it but 
is it in that connection that you are talking now, 

Mr. Shepard? 

Q@. MR. SHEPARD: Yes, Mr. Chairman. 

THE CHAIRMAN: You see, let us remember this, that 
before there was a Board the Government did all these 
things and that was found to be an unsatisfactory way of 
dealing with it and thet is why an inquiry was held 
during the last years of the last century and the be- 
ginning of this one, and the consequence was that this 
Board was set up which seemed to be - I would not say the 
ideal way, but 2 much, much better way of handling 
matters of this sort than the way previously followed. 

I thought, according to you es I heard these pages read 
yesterday, that there was a tendency. here rather to go 


back to the old method. 
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MR. SHEPARD: I do not think that was actually the 
intention. Perhaps if I followed along your illustration 
of depreciation, sir, just for a moment it would help 
to explain what we have in mind. In the 30% Case it 
wes the contention of the province that the matter of 
depreciation was something that had to be determined by 
the Board of Transport Commissioners. In other words, 
our contention was that the Board should under the broad 
powers..conferred)on it.in, fixing rates, i.make a definite 
finding as to what method of depreciation should be 
adopted for rate making purposes. On thet particular 
one the Chief Commissioner Mr. Cross, did not make a 
finding as to what a proper method was. He did not say: 
"Straight-line deprecistion is propersfor this case.or 
user-basis.is,proper.for.this.case" .», .,liLam.not).going.into 
the,reasonsefor.it, but.the,fact.isawe contended» then snd 
we still contend that it was incumbent upon the Board 
in performing its broad powers to have made a finding 
whether it was that the user basis should be adopted or 
whether the straight-line method of depreciation should 
beadopted. That was not done. We then took an appeal to 
the Cabinet, as you know sir, and one of the matters referred 
back to the Board of Transport Commissioners was a 
direction on this matter of depreciation, and we contend 
that it is 911 very well to have broad powers in the Act - 

THE CHAIRMAN: Whset was the direction? Did the 
direction say "You shall vary this method"? 

MR. SHEPARD: No, that was the point I wanted to make. 
We are not saying that the Dominion Government should lay 
down the method of depreciation or the method of any set 
item of expense, 

.THE CHAIRMAN: Then that is a change from what we 


were told yesterday. 
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MR. SHEPARD: But we do say this, sir, that the 
Board must lay down some method and if it does not do 
so, the Dominion Government should have the authority 
TO divect: fh ito towsow enouwronithist dnatter the 
Dominion Government should have the authority to review 
the method laid down and direct snother method if it 
So desires. 

THE CHAIRMAN: Then you would have the Dominion 
Government finally responsible for directing a method 
of depreciation whichthe Board would adopt? 

MR. SHEPARD: , Pana responsibility I would sey, sir, 
but the way we envisage it, es I understand Mr. Moffat's 
evidence, is that that would only be a safety measure, 
and would normally not be implemented st all. In other 
words, the Board would continue to function but if it 
failed to function along lines of Government policy, the 
Government could direct it. 

MR. O'DONNELL: The Government would be .maneging 
rallways at that rate. 

THE CHAIRMAN: Does anybody doubt that the Board has 
power now to decide which method of depreciation is to 
be adopted end followed? 

MR. SHEPARD: No, I don't think anybody does doubt 
that sir. 

THE CHATRMAN: Then. if thet is the case, isn't it also 
obvious that the Board has to change its method from 
time to time as directed by the Dominion Government and 
say: "This year we will follow this method; last year we 
followed the user method" and change again for a third 
“method? Or is it to be left entirely to the Board to 
decide, as up to the present it is? That is one thing, 
but if the Board is not left free in that very important 


particular, then I think your submission is that it ought 
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not to be left free, isn't it? 

MR. SHEPARD: No, our submission is that it should 
be left free to do so but if it does not do so, there 
snouLa. per power for 1t to be directed to do so. 

THE CHAIRMAN: To direct the Bosrd to adopt one method 
Or Velie tovher? 

MR. SHEPARD: Yes. That is, if the Board does not 
do it of its own volition or of its own motion, 

THE CHAIRMAN: Then there would be no interference 
with the Board if the Board said for instance: "We 
are going to adopt a user method" - that would be final? 

MR. SHEPARD: Broadly, we say that the functions of 
any administrative tribunal ere subject to the directions 
of theMGovernment. 

THE CHAIRMAN: So, the Government could say: No, 
you are not going to follow the user method; you are 
going to take the other"? 

MRO SHEPARD) ) That: tsi possible, sir, 

THE CHAIRMAN: Well, there it is. The Government has 
a final power and the responsibility there of deciding 
which method of depreciation is to be followed? 

MR YSHEPARD?::' That, would be right in the method you 
are DULEINnS a tieisir 

THE CHAIRMAN: No, it is the way you are saying it 
I em interested in. 

MR. SHEPARD: Well, the way we are saying it is that 
that right would be there, the power in the Government to 
do that would be there. 

THE CHAIRMAN: And when would the Government exercise 
that power? 

MR. SHEPARD: They would exercise it only if the 


Boerd failed to exercise it, or if the Bo ard exercised 1t 


in a manner inconsistent with national policy. 
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THE CHAIRMAN: So then, if the Board said: "Now then 
we have decided to adopt this method of depreciation, 
thet then would be final, wouldn't it, because the Boserd 
would have to? 

MR. SHEPARD: That would be Linas? .pewoule besa 
determinstion - 

THE CHAIRMAN : Didn't you say thst the 
Government would only interfere if the Board did nothing? 

MR. SHEPARD: I put it on two grounds. I said that 
the Government would OMty suGerrere tire, of ail. tf the 
Board failed to carry out its duty with respect to 
depreciation, 

THE CHAIRMAN: Now what is its duty? 

MR. SHEPARD: To determine what method of depreciation 
Should be followed or, in the alternative, if the Board 
adopt some method which the Government considersnot in 
the best interests of the country. 

THE CHAIRMAN: Although suthorized by the Act? 

MR, SHEPARD: Yes. 

THE CHAIRMAN: Then the Government would say: "Now, 
change your method"? 

IMR. SHEPARD: Yes. 

THE CHAIRMAN: And the Government is then the party who 
really decrees the method of depreciation? 

MR. SHEPARD: But our submission is that it is in any 
event because it is legislative authority that sets up 
cheeBoard in the first instance. 

MR. O'DONNELL: Parliament does that. 

THE CHAIRMAN: Well, Parliament enacts an act which 
is intended to be the charter under which the Board carries 
on, but if I understand you properly the matter is really 
very important. You would alter the character of the Board 


now by bringing the Dominion Government back again into 3s 
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field it had got out of fifty years ago. 

MR. SHEPARD: In 3 measure only, sir. 

THE CHAIRMAN: You mentioned that one instance, that 
of depreciation. Are there other matters of policy where 
the same would apply from now on, that the Government 
would have the responsibility of interfering, besides 
thet of depreciation? 

MR. SHEPARD: Yes, there would be. I think perhaps 
Mr. Moffat could deal with those other things as he goes 
along. 

THE CHAIRMAN: Well there is that. You sg here, and 
you must give some substance to the statement that: a AG 
the same time no one can accept the proposition that 
bolicy *decrsioncein sucn am amportent. field, as this — ” 

(I suppose that is the railway field) should be final 

if made by a body other than the Dominion Government. 

The ultimate responsibility for public policies must rest 
with the Government". Now that is under a heading where 
you say "The Board should be considered a policy making 
body". 

MR, SHEPARD: Yes sir. 

THE CHAIRMAN: All right, Mr. Shepard, go on, 

MR. SHEPARD: I might just put on the record certain 
section references. I had not quite given them all and then 
I will proceed with Mr. Moffat's examination. 

THE CHAIRMAN: Will you perdon me a moment? I want to 
make sure we have whet you did give us. 

MR. COVERT: Sections 325 and 36. 

THE CHAIRMAN: The first case is 325? 

MR, SHEPARD: Yes sir, and then 36. 

THE CHAIRMAN: Now 325 says that "The Board has authority 
to determine end enforce just and reasonable rates, and to 


change and alter rates as changing conditions or cost of 
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transportation made from time to time require - ". 

MRS SHEPARD?) 5 Yes sir. 

THE CHAIRMAN: And on the question of just and reason- 
able rates you say that that language is.so broad that it 
elves che Board wuriso1ctiom boss, inte,.611 sorts of 
things? 

MR SOOM PARD te. Yesssdvis 

THE CHAIRMAN: And hitherto the Board has bound itself 
unduly? 

MR; oOSHEPARD: « Thatuissricht. 

COMMISSIONER ANGUS: Are you saying that just and 
reasonable rates would include rates fixed in the 
public interest for promoting development or helping a 
backward industry or something of that kind? 

MR, SHEPARD: I don't know that I am the one to snswer 


thet question. 


(Page 8582 follows) 
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THE WITNESS: I wonder if I might answer that, 
Sir. I think the answer is no. 
THE CHAIRMAN: Q. I beg your pardon? 

A. The answer to his question as he stated it 
completely is no. If he had stopped halfway through, if 
he had said, do we interpret that as a requirement that 
they set rates in the public interest, the answer would be 
yes. But I do not think it should be extended to the ex- 
tent of giving them authority to decide that Such-and-such 
an industry should be :developed in this area, and therefore 
a low rate should be provided for that INOUS UP Y en 
other words, we would not like to see the Board of Transport 
Commissioners made into an economic planning board. 

@. You do not want that? 

A. No; but, on the other hand, we do think that they 
ought to take into account questions of national import- 
ance, national policy, such things as equalizing rates in 
all areas, such questions as whether one area may be making 
more profit to the railways than another area and conse- 
quently one area being subsidized at the expense of another 
-- questions of that sort, yes, but not questions which go 
to the development of an individual industry. 

COMMISSIONER ANGUS: Q. You are defining public 
interest rather more narrowly? 

Meo dihietuls orient. 

COMMISSIONER INNIS: You want planning without 
being able to use the word "planning". 

THE WITNESS: Well, I think there is a distinction 
there between planning which is directed primarily towards 
equalizing opportunity and equalizing transportation costs 
by areas, and planning which is directed towards giving 
particular assistance to one area at the expense of another. 


It is more in the first sense rather than in the second 
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sense, but still I suppose it is planning. 

THE CHAIRMAN: Q. For instance, the Board itself 
Said on one occasion, which was in the Judgment of March 
30, 1948: 

"The Board is given power to deal, inter alia, with 
the reasonableness of the rates. It is nowhere 
authorized by Parliament to be an arbiter of industrial 
pod Loy" 

Do you agree with that? Do you think that is the way it 
Should be? 

A. That is the way it should ves yest “il. Woutd Hot 
offer any opinion as to whether it is or Rou, "eure. “think 
it should not be. 

Q@. Then they go BALES say: 

"Opinions may differ as to different dies or 

development, but the Board's functions in approaching 

a rate situation are concerned with ascertaining the 

reasonableness of the rate, not with applying to a 

rate situation a preconceived opinion as to what type 

or method of industry should be helped by a 

modification of the rate." 
That is what they say. 

A. Yes, that is consistent with our ChHoughit., bUL on (ihe 
other hand we think in terms of a pre-conceived idea of what 
the rate structure should be in terms of equality, which we 
develop fairly extensively in one of the other chapters; but 
LO SMonly an the part which is working towards equality of 
cost and of opportunity by regions that we think they should 
work towards a pre-conceiwed rate structure. 

Q. Then they go on, and finally wind up by saying: 

"It is not the Board's function, as delegated by 

Parliament, to make rates to develop business, but to 


deal with the reasoynableness of rates either on com- 
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Dlalnt.orof (ts) own motion," 

They confine themselves to that, you see. Is that too 
harrow, do. vou think? 

A. No; we would agree with that, provided that they 
used their own motion more extensively, and did not wait 
for cases to be brought to their attention to the extent 
they have in the past. 

Q. Do you mean more frequently or more broadly? 

As Booths 

COMMISSIONER ANGUS: Q. And it would follow from 
your view that the Board should not deal with developmental 
matters and so on, that the Government also should not 
deal with them? 

A. That is entirely a question for the Government. 
If the Government wants to deal with them the Government 
can deal with them as it sees fit, but it should not--- 

Q. By legislation or by directive? 

THE CHAIRMAN: Q. They specify a little further 
on e a matter about which we have been hearing something: 

"It is no part of the obligations of the railways, 

under the Railway Act, to equalize costs of production 

through lowered rates so that all may compete on an 

even keel in the same market." 

They seem to approve of that, However, there is so much 

Sald here that there is no use reading Itvell. \Thenido TI 
gather that you also think that the Board's powers are not 
unduly stated here when they say that their function is to--- 

A. On that particular point, yes. 

COMMISSTONER ANGUS: Q. Are you quite clear about 
the question I asked just now? 

A. No, I was not. 

Q. It seemed to me that if the Board was to be pre- 


eluded from deal,jng with rates on a planning basis, and 
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if the Government in the sense of the Railway Committee 
of the Privy Council were acting in a revisionary capacity, 
deciding what the Board should have done, it could not 
logically decide that the Board should have done something 
which it had no power to do, 

A. Well, that is one of the points that we spent a 
good deal of time discussing amongst ourselves. 

Q@. Could you give us the benefit of your discussion? 

Ae And trying to come to some conclusion on it. I 
do not think there is really a logical answer to it. What 
we have put into the brief here is the conclusion we came 
to as the most satisfactory over-all conclusion. 

Q. What is the conclusion on that a ea 

A. Well, I. am not too sure whether there is a con- 
clusion on that particular point. In a sense it comes 
back to how are we going to prevent political interference 
in the bad sense of political interference, and I do not 
know what the answer is to that in a democracy -- after 
all, in a democracy politics is the essence of government, 
and I do not think there is an answer -- how you prevent 
some of the undesirable reatures getting mixed in with the 
desirable features. 

MR EVANS: Perhaps you should change your views 

on that; that may be one answer, 

THE WITNESS: Well, there is this to be said 
about it, that the undesirable features of the altermative 
seem to us even more serious than the undesirable features 
that are involved in the point you raise. 

THE CHAIRMAN: Q. Then can you tell me what this 
means? We read this yesterday: 
‘on the other hand the body which is to administer 
the Act" -- that is, the Board -- "must of necessity, 


th 
base its decisions upon considerations of fact which 
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go far beyond the limits of railway operations as 

such," 

A. What we had in mind there, sir, is this sort of 
thing--- 

Q. Pardon me; then they say: 

"It is therefore essential that the Act make it clear 

that the Board has the power and responsibility to 

consider such matters." 

A, Yes. Well, what we had in mind there is, ques- 
tions not as to the rate for a particular commodity or a 
particular industry, but questions of this sort, whether 
the prospects ahead indicate a period of prosperity in 
which we could look forward to a fairly high traffic 
volume, in which we could look forward to a rising price 
level, in which we could expect maybe higher wages and 
rising costs and rising prices of farm produce generally -- 
things of that sort, which will come into their decision as 
to whether or not the country can pay a higher level of 
rates in order to make possible improved standards of 
service, or whether the general economic situation seems to 
indicate that things should be stabilized and held at their 
present level as tightlysasipossiblhes tilt isifactors oftthat 
sort that we had in mind there rather than a particular 
rate for a@particular industry or group.ofiindustries. 

COMMISSIONER ANGUS: Q. That question of a rising 
price levelegivesean almostuperrectsillustration,of+a 
question I asked yesterday about a competent Board, Would 
youcsay a Boardvswas competenthif sb made) aiprediction 
spout thelprice | tevei (that woeeeinyfaect:. realiged,ior df it 
made a prediction about the price level which was popular 
with the democratic community but proved to be contrary to 
fact? Which is the more competent Board, as you use the 


word "competent"? 
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my Sebi certainivethe one. that ts. more factual in 
its conclusion. If it is trying to prepare an estimate 
of a factor, of a prospect, why, certainly it is factual 
then. 

Q. I understood you to give me exactly the contrary 
answer yesterday, that it was to be the popular character 
of the prediction that mattered, 

A. No, only as to the policy to be put into effect, 
i think there is a fairly sharp distinction, sir, between 
an estimate or a prediction of the fact, as to what is 
likely to happen--- 

Q. And the policy based on that prediction? 

A. Yes, Sir. There could be quite a distinction. 

Q@. So you mean if a Board foresaw the price level 
was going to rise and based its policy on that assumption, 
which proved correct, it was nevertheless an incompetent 
Board, because it should have diagnosed public opinion and 
based its policy on the contrary assumption, which was in- 
Correct? 

me Oleg ne. 

Q. That is going a long way. 

A. That is going too far altogether. Ido not think 
that necessarily follows through, does it, sir? 

Q. Well, show me where I am wrong. I am trying to 
get at your meaning of the word "competent" as applied to a 
Board. Does it mean competence of an expert in matters of 
economic policy, or does it mean the competence of an 
expert in the sense of anticipating a Gallup poll? 

A. Probably both, to some extent. Certainly the 
primary meaning of "competent" must be that of an expert 
estimating prospects and estimating engineering information 
and that sort of thing; but you cannot possibly have this 


sort of issue, which is roughly ten per cent of the total 
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wealth of the country, run purely on the basis of expert 
Opinion as to what ought to be done. There has £0t to be 
some attention paid to what the public wants, othewise -- 
we have a democracy in this country, and we have to pay 
some attention to public opinion. It cannot be entirely 
expert. On the other hand, it has got to have the best 
possible expert advice and the best possible estimates of 
what the facts are, what the facts are likely to be, and 
then applying to that its judgment on the basis of those 
facts, plus some element of democratic government. You 
cannot have either one without the other. 

THE CHAIRMAN: 3. How do you ascertain what 
public epinron 1s? 

A. That is the whole bottom of democratic process; 
that is what we have been Struggling for thousands of 
years to figure out, what is the best method, 

Q. How do you expect the Board to find it? 

A. The only criterion they have is the Government of 
the day ; they are elected for that purpose, 

Q. The Government? 

Ae) Yess 

Q. Then we get back to where we started? 

A. I think we do come back eventually to where we 
started, 

Qo You see,” they ‘say: 

"In situations such as these we feel that it should 

be made clear that the Dominion Government has the 

authority to designate which of those alternative 
policies is to be applied," -- that is, designate to 
the Board -- "We feel that the Dominion Government should 
have the power and the responsibility to take such 
action either of its own motion ener save iteacone 


That is, in cases where the Railway Act has laid down only 
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the general lines of policy, the Dominion Government must 
tell the Board what to do. Do you think there is no 
danger in that sort of Board being in existence, Mr, 
Shepard, which acts according to the directions of the 
Dominion Government of the day? 

MR SHEPARD: There may be a danger, Mr.Chairman, 
but we submit that no government can escape from its basic 
responsibility for the functioning of any administrative 
tribunal that is set up under legislation that is in 
existence, 

THE CHAIRMAN: Why do we have these tribunals? 

MR SHEPARD: It is a delegation of government 
authority and government function, 

MR EVANS: So are courts. 

TERN LINE OOSe UNO. 10% 

THE CHAIRMAN: No; it is a creation of Parliament. 

MR SHEPARD: I should not have said Government, Mr. 
Chairman. It is a delegation of parliamentary authority. 

THE CHAIRMAN: Parliament creates the Board and 
gives Gt! cervain duties) 

MAS HEPARD | Yes. 

THE CHAIRMAN: Has it always been considered that 
it is in the interest of everybody that the Board exercise 
dee quate impartially, without taking directions from the 
Government or from anybody else? 

MR SHEPARD: Within the framework of the Act, Mr. 
Chairman; but the Act is always subject to change by the 
Parliament of the day. 

THE CHATRMAN<: (Weld Mr. Shepard, you said you had 
certain explanations to make; perhaps we have poeen making 
them for you, 

ct MR SHEPARD: Well, I have given you, Mr. Chairman, 


section 325 and section 36. 
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Then I wanted to give a reference to section 
O0;eededo not know that it 4s necessary for me to read 
these to the Commission. If I just give you the section 
numbers, perhaps, that as sufficient. 

THE CHAIRMAN: Section 69, you say? 

MR SHEPARD: Yes; it authorizes making inquiry 
into anything within the Board's jurisdiction, 

THE CHAIRMAN: Yes, but the thing must be in the 
Boardes, Hurtedieticn. 

MR SHEPARD: Yes. We submit. that the broad juris- 
diction sy found in. 325. 

Then the next section to which I would refer is 
section 314. 

THE CHAIRMAN: 314 is the one which provides for 
the equalization of rates, 

MR SHEPARD: That is correct; and also imposes a 
duty on the Board of preventing discrimination. 

Then section 317 gives full power to the Board to 
determine as a fact whether discrimination exon Use sand 
also gives power to the Board to make regulations, 

THE CHAIRMAN: That is subsection 2, is it not: 
"The Board may by regulation declare 
what Shall constitute substantially similar circum- 
Stances and conditions, or unjust or unreasonable 
preferences, advantages, prejudices," 
and so on. 


MR SHEPARD: Yes, Mr. Chairman. 


Then section 320, Mr. Chairman, gives the Board 
power to decide in the public interest whether undue pre- 
ference has been shown in granting a lower toll to attract 
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THE CHAIRMAN: That is about competitive rates, 
I suppose. 

MR. SHEPARD: Yes, sir, and Section 322 is the 
last one I would refer to now. It gives the Board 
full power over the matter of freight classifications. 

THE CHAIRMAN; And are you giving us the powers 
which the Board has now? 

Me SHEPARD t oeVes:) sim 

THE CHAIRMAN: And you also intend, do you, to 
Suggest amendments that would enlarge those powers? 

MR. SHEPARD: Yes, sir. Our submission in argument, 
and it was our intention to make it at that time later On, 
is that certain of the submissions that we are making are 
now within the powers of the Board, within the juris- 
diction of those sections we refer to this morning; 
certain others are not and therefore the Act should be 
amended so that they could be; as to certain others, 
we are not too sure whether they are or not, and we 
will try to make up our minds before argument on that. 

MR. EVANS: “I think I ought to say that when one 
is considering a position which arises from a proposal 
to amend a statute, one cannot ever be sure what the 
implications of the proposal are until one sees the 
draft; and if my friend comes along in argument and puts 
forward amendments, then we will not have had time to 
analyze those amendments and perhaps offer some evidence 
about them, because, you see, the effect of a given 
proposal to amend the statute has practical importance 
and we might want to offer evidence which would establish 
une effect of any propobal WN) ait does seem! to ‘me: that my 
friend cannot come along in argument and put forward 
Specific proposals for amendment. 


MR. SHEPARD: Mr. Chairman, I am rather inclined to 
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agree with my friend, Mr. Evans, and as a matter of 
fact it was not our intention actually to submit 
the wording of the suggested changes in the Railway 
Ae oy We consider that if changes are to be made, 
the various recommendations that the Commission may 
see fit to make at the conclusion of the hearings 
must be considered together and integrated so that 
the Act can be amended if necessary. 
it seemed to us idle for us to try and implement 

every one of our separate submissions by actual 
draft legislation. As far as we considered it was 
our duty to go,was to say either that this submission 
is satisfactorily taken care of in the Act now, 
Or it is not and will require legislative change to 
accomplish the desired end. We considered that was 
as far as we could go to be of any useful assistance 
to the Commission. 

THE CHAIRMAN: You don't intend then to 
draft any amendments yourselves? 

MR» GHEPARD +. Nog sir 

CHE CHAIRMAN: I think, the position te this, 
Uae at you are (going ro bring ina submission, that 
ought to be done very soon or at once. 

MR. SHEPARD: I would agree, sir. 

THE CHAIRMAN: But you don't intend to do any 
such thing? 

MR. SHEPARD: No, sir. May we proceed with 
Mr. Moffat's examination? 

THE CHAIRMAN: Yes. 

COMMISSIONER INNIS: Before you turn to that 
chapter there is one other point on which I would like 
a little elaboration. On page 69 of your printed brief 


you have a good deal to say apout the @.P.R. as a 
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yardstick, and you say something about earning a 
satisfactory return. Do you mind saying what you think 
@a satisfactory return is? 

A. That subject is discussed very briefly in the 
chapter after we have completed the discussion of the 
VOrLOUS expenses. (ercOulLd tell you. that= you will vind 
that section to be far from complete. It simply takes 
the position that in the view of the Manitoba Government 
it is not possible to define in advance what is a satis- 
factory return: thay This 1s) 2 question whieh Aas to pe 
left for decision by the appropriate authorities at the 
time when the question is up for settlement; and that 
we think it not only impossible but undesirable that 
any attempt should be made to define reasonable return 
On 4 continuing basis. 

a. YOu Go nov imeantnen that, 4 reasonable return 
should be maintained over a series of years, but you 
would regard it as something that is extremely elastic 
and. trex i ple? 

A. Well, it depends on the meaning you would 
attach to "extremely elastic”. 

Q. Iwas thinking, for example, that I suppose 
you have in mind the comments of the Board, co ihe 
etfect that there should be 7 per cent, or perhaps 
1 per Cent pluses super cent, on, obher income, .or..10 per 
cent. Would you go so far as to say that that should 
have been paid, say, for 1930 all through the depression? 

A. Again I have to take somewhat the same position 
as I vook on the wage question yesterday: that. the 
instructions which we are directed to say on behalr 
of the Manitoba Government is that this question of 
railway returns is one on which they would prefer we 


should not advocate any particular yardstick at the 
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moment -- except to say that we thought that any 
yardstick, regardless of what it is, should not be Hee 
Sidered as something rigid and unchangeable but as 
Something to be decided from time to time as the problem 
arose. 

THE CHAIRMAN: 9. Would it be fair to say 
that in your opinion a reasonable return would be the 
minimum return sufficient to enable the railway to 
metitaim 2uself as ay pravace enterprise, or would you 
Zive them more than that? You see, you say here that 
unless the, C.P.R. has a reasonable Opportunity to earn 
a satisfactory return if operated SPiio veri tier 
cannot maintain itself as a privately owned enterprise. 

A. I had not thought of that particular phraseology. 
It appeals to me on the spur of the moment as being 
reasonably acceptable provided that the word “minimun" 
was not defined too precisely. 

Q. Perhaps the word’ "minimum" is too definite. 
Phen you, 20 on to say: 

‘For these reasons it is our view that in the 

future the level of freight rates in Canada will 

have to be geared closely to the’ needs of the 

CPN ay ee er ae 
that is, its needs in maintaining itself as a private 
enteror. 567 

A. That is correct. 

Q. "-- unless the C.P.R. is to face the risks 

of bankruptcy or nationalization. " 

a.” That “is correct.. 

Q; Which youvdo not want to see happen? 

A. “NO>Z UWie@ puts 1t very strongly, that itis 
our government's view that the C.P.R. should be meain- 


tained as a private enterprise and that its earnings 
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must be képt up tow kevel sufficient to-allow it tO 
dots o< 

COMMISSIONER INNIS: But you won't savy 
f; > OP'S. per cent? 

A. No, very definitely we would take the position 
that no specific figure should be named, that it is a 
quescron that Ssloutdrbe lett reasonably flexible. 

Q. "Yardstick” is hardly the proper word for 
Hat euypecol Chlexipili ty? 

AGe NOP vemayine tape: 

COMMISSIONER ANGUS: Q. What is your reason 
for avvuaching value to the C.P.R. as a private enter- 
prise? 

Av” Lvado Rota thinkMi > Canvigi vei youcvery i much (more 
than-the words of therbrieroon’ thats 


of 


You say -it-isvasviewsyoutholdvveryestrongly:. 
A.OLltSis stated quite strongly in the very last 
paragraph of the first chapter: | 
"We feel that administrative efficiency, operating 
efficitencyy and Service topthe publicyiwillcallebe 
maintained at a better standard if Canada con- 
tinues to have two competing major railways, one 
privately owned and one owned by the Dominion 
Government. " 
MR. SHEPARD: Mr. Moffat, turn now to 
Chapter V. This chapter, Mr. Chairman, deals with the 
subject of "Renewals, Retirals and Depreciation of 
Plant,’ and before Mr. Moffat deals with it perhaps it 
would be Gm.,orderisust for, mérto tputvonithel record the 
reference in the 8 per cent interim award to this 
SubsEeCER GVtebecins onl pageosS ofothet printed: copy of 


the judgment. 
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Mr. Moffat, would you proceed to deal with 
that chapter as you have in mind? 

THE CHAIRMAN: Are you going to give this a 
reference? [I mean » are you goingitorread 1+? 

MR. SHEPARD: I will if you would like me to. 

_THE CHAIRMAN: I think you had better. What 

did the Board say there? 

MR. SHEPARD: It is quite lengthy. There is 
one sentence only that I might read: 

"The examination and cross-examination of the 
many witnesses called by the applicants on this 
point --" 

That is the point of depreciation. 
" -- justifies a finding by this Board that the 
Straight line method should have been adopted. 

Then there is quite a lengthy passage dealing with the 

Suu jecu 2h eddnvion to. wnat. 

THe WITNESS: Invordéer to put this chapter -— 

MR. EVANS: May I, before my friend goes on, 
may I ask whether Mr. Shepard agrees with that section 
of the judgment? Is he putting it forward on the ground 
that ne pelleves init? 

MR. SHEPARD: I-am not in the witness box, 
Mr. Chairman. 

THE CHAIRMAN: Well, he calls attention to 
the fact that the Board said so and so. Now he is ves 
ceeding to question Mr. Moffat. Eventually we will see 
whether Mr. Shepard agrees with it. 

Mis SHEPARD: Yes, Mr. Chairman. “I think it 
is indicated pretty well in the chapter that Mr. Moffat 
is trying to get to. Will you proceed, Mr. Moffat? 

‘THE CHAIRMAN: All right, Mr. Moffat. 


THE WITNESS: In the chapter immediately 
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preceding this we have developed the pattern here, 
namely, that there should be careful inquiry into all 
aspects of railway expenses, and this chapter then is 
devoted to the one specific and important item of ee 
way expenses, namely, the provision for the renewal, 


retiral and depreciation of plant. 
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CHAPTER V 


Renewals, Retirals and Depreciation 
Ofe Pian 


At several points in this brief we have 
already expressed the opinion that the people of Canada 
must, either by freight rates or by other means, pay the 
necessary cost of providing Canada with railway service. 


dee 


Obviously, one of the costs is the amount necessary to 
provide for the retirement or renewal of the railway 
Pleuevew the Conclusionv(onim caruserul, bite. =in this 
chapter it is our purpose to outline our suggestions as 
to the manner in which a decision should be reached as 
to the proper amount to be provided for that purpose. In 
order to clarify certain principles which the Manitoba 
GOvernment Submits to be In need of clarification, it 
will be necessary to deal with the question of plant 
retirement and renewal provisions in somewhat more 
detail than has been necessary in the other sections of 
this submission. 

The C.P.R. in its present retirement policy, 
deals with its plant in three main categories: 

Le NOL Tie vetock 

2. Road Depreciable -- principally "structures 

3. Road Non-Depreciable -- principally "way" 
including rails, ties, ballast, grading, track- 
Jjaying end ‘surfacing. 

In 1948 the C.P.R. set aside $28,529,000 in 
its depreciation reserves to provide for the retirement 
of assets included in categories "1" and "2" above. 

That wes LO provide Tore rertirenent Of assets im the 
rolling stock and road depreciable groups. 
In addition, an indeterminate amount was spent 


for renewals of such portions of non-depreciable road 
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OS Were retired in thapi year. 

It is obvious that an item of this magnitude 
could not be overlooked in any thorough review of railway 
operating costs and consequently the question of pro- 
priety of the annual depreciation provisions of the 
C.P.R. was discussed at very great length in both of the 
recent rate cases.. | 

Past Practices 

During its history, the €.P.R. has used three 
different methods to recover or preserve the basic value 
of its capital assets used in the service of the public. 
The three methods are: 

fee The renewal method -- Under this method, when 
the plant is first purchased, its original 
cost is paid out of capital and the investment 
of the owners in the company is increased 
accordingly. When the useful life of the 
asset is ended and a new asset is bought to 
replace it, the cost of the replacement unit 
of like capacity is charged to the user as an 

Operating expense of the year in which the 

replacement Tsunade. The witi ne oOrieina lL” 

cost remains in capital account -- presumably 

in perpetuity. 
Zi The retirement method -- Under this method, as 

With renewal accounting, the "first original" 

cost is capitalized. But when the useful life 

is ended, the user, through current operating 


te 


expenses, 16° charged an amount equal to “first 
original” cost and the funds so released are 
used to remove the item from capital account 
and reduce investment accordingly. The cost 


of the replacement is capitalized and takes 
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Uie~ piace or the “first oOribinal” cost or 


the retired asset, in the investment account. 


3. Depreciation Accounting -=- As in the other 


cases, the "first original" cost of the asset 
is capitalized. ‘Thereafter the user pays an 
annual amount through current operating expenses 
sufficient that when the annual amounts are 
accumulated during the useful life of the 
assets, they equal the "first original" cost. 
When the unit is retired, the accumulated 
reserve’ is “sed lO Ofrset" tne “Pirst! orici nal” 
cost and remove it from the investment account. 
The cosu of the replacement’ univ’ is then 
capitalized in the same way as in the retire- 
ment method. 


Depreciation accounting is-thus seen to be one 


among several methods of dealing with the same problem. 
Tuo Deka arecy vee ii une racy Liau wien 4 tT Ss” used, 
the original cost of a capital asset is spread over the 


years Ol cs userut Tite. 


A definition of the term "depreciation which 


Was quoLed with approval Dy botn Sides in the recent rate 


cases, was this: 


"Depreciation accounting is a system of 


accounting which aims’ to distribute the cost 


or’ other “basic: value of tangible capital assets, 


less salvage if any, over the estimated useful life 


of the unit (which may be a group of assets) in a 


systematic and rational manner. It is a process of 


aLLocavion noulol veruevion. ‘Depreciation for she 


vyear' is the portion of the total charge under 


such | System Giamee allocated to the year. 


Although the allocation may properly take into 
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account occurrences during the year, it is not 
intended to be a measurement of the effect of all 
such occurrences." 

In all three cases the owners of the company 
provide the original capital for the purchase of the 
assets on first acquisition. The fundamental distinction 
between the three methods is this. In the case of 
renewal accounting, the users of the service pay for the 
replacement in the year in which it goes into service as 
a replacement. In the case of retiral accounting, the 
users of the service pay for the asset in the year in 
which it goes out of service. In the case of depreciation 
accounting, the users of the service pay for the asset 
by means of a regular annual charge which is set aside 
and accumulated into a reserve. 

This next section gives a brief review of 
the manner in which those three different systems have 
Deen sppluled Tiny thet... seeCCcOuntL Ss, and pointe out 
that each of those three methods has been used at dif- 
Percoo tones during whe hietory of¢tne C .P.R., accounting 
FOr d1iterent eroups of ‘assets . 

Tne Sect on iwhen gives a Drier account oF what 
has happened in the Llastymine years in regard to rolling 
stock provisions which were put onto depreciation 
accounting in 1940. The point we wish to emphasize 
there is that during that nine-year period the amounts 
accumulated into the depreciation reserve amounted to $128.7 
million; whereas the .reserve was only called upon to 
the extent of $27.2 million as the value of the rolling 
stock capital items retired against the reserve during 
wna Ge DEriod: 

The suggestion is that if the amount being 


put into the reserve exceeds the amount being taken out 
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of the reserve by such an amount, there is need for 
a careful review of the situation. 

The remainder of the chapter then goes on 
to deal with particular aspects of the depreciation 


practices and the recommendations which are listed at 


the middle of the chapter, and the following part of 
the chapter takes each one of those five recommendations 


and elaborates and discusses them in turn. 


P eae 
os ‘Rese st eae a tenons te 
ae - ele x Bl ms ; Vs ty oe Dippy cae 
° No re doin o — 


pe a “4 PSG a ae 


nak 


ea Satity RE on 5 
a : a 


- 
‘ mS «. a 


’ ast 


ey a 


sisi BE ohenay - 3 
: Pais ‘0 
. 7 ; y 
re he ‘i 
, San AREY tet qasth: fi rom 


re 


be Bey aah enodels, baw 


Pr 


- 8604 - Mr. Moffat 


The C.P.R. has used each of these three 
methods at different times in its history and for air- 
ferent parts of its capital equipment. It began with 
the first method, the renewal method, and followed that 
practice for all three classes of plant until 1930. 
At that time, rolling stock was changed to the second 
method, namely the retiral basis, whereas road items 
remained on the renewal system. 

During the 1930's the C.F.R. handled its rolling 
Stock according to the retiral System which had been intro- 
ducedsin,1930,) but aniwolo., depreciation accounting was 
introduced in respect to rolling stock. Tnvlg4e a 
Substantial part of the road assets were transferred 
directly from renewal accounting to depreciation account- 
ing, although the major part of road items have always 
remained on the renewal system. in other words, in 1942; 
road assets were divided into two groups, road depreciable 
and road non-depreciable. The first group consists mainly 
of road structures and is considerably smaller in value 
than the second group which consists mainly of roadway 
items. 

It will be noticed that this change in the method 
of dealing with the cost of capital equipment, is a 
relativelyonew) thing swith) the: C4 P.Rse and consequently, 
comparisons between the accounts of the C.P.R. in the 
years following the war, with the accounts of the C.P.R. 
in the years immediately prior to the war, are complicated 
by the necessity of taking this change into account. 
For thattreagon, ati tsi not’ posstibilenso Bive', for the 
years 1935 to 1939, an item which is exactly comparable 
to the $28,529,000 which was set aside for depreciation 


reservesin 1948. The best available comparison 


would be to add together rolling stock retirals and road 
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Structure renewals in the earlier years. Unfortunately, 
no figures are available regarding road renewals and 
consequently it is necessary to estimate structure renewals 
by applying an adjustment figure to retirals. A ge ha 

be assumed that road structure renewals were See Vika 
double the figure for retirals in 1939, the 1948 figure 

of $28,529,000 is comparable to a 1939 figure of $°.6 
million. ‘1) 

Obviously, the mere fact that the provision 
for capital retirements has risen from $9.6 million to 
over $28.5 million between 1939 ana 1948, does not in 
itself prove that the 1948 figure is excessive. The 
Size of this increase does, however, call for careful 
investigation and it is the submission of the Manitoba 
Government that your Commission should recommend the 
criteria and the yardsticks by which the Board of Transport 
Commissioners should be guided in attempting to reach 
decisions as to the propriety of the accounting policies 
governing retirement and renewal of railway plant: 

In many respects, the determination of the 
appropriate policy in this regard, is one of the most 
difficult and complicated matters in the whole field of 
public utility regulations. If renewal Secounting or 
retiral accounting is being used, the problem Vs still) 
complicated although it is somewhat simpler than in the 
case of depreciation accounting. In either renewal or 
retiral accounting, the problem-.is that of deciding upon 
which method is to be used, of determining the cost of 
the asset to be retired and of the new asset which is 
to take its place, and of dealing with the fact that the 


new assets may involve some element of improvement or of 


(1) 30% Case, Exhibit 333 D and J: rolling stock 
retivais 
Road structure rétirals ($1.1 x 2) 
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increased efficiency and may therefore not be an exact 
replacement of the old asset. In the case of deprecia- 


tion accounting, however, all these problems are equally 


important, and there is involved, in addition, the question 


of preparing satisfactory estimates of the useful life of 
the assets in question. Obviously, if the cost of the 
asset is to be distributed over its years of usefulness, 
it becomes necessary to establish, in advance, some 
estimate of the number of years during which it will be 
useful. 

Before proceeding to an analysis of the method 
by which it is suggested that this question should be 
decided, it seems advisable to look briefly at the results 
which have been produced by the C.P.R.'s present deprecia- 


tion provisions. 


Rolling Stock Provisions 
If attention is first directed toward the 


rolling stock item, the situation is as follows. The 


annual amounts provided each year from 1940 to the present, 


have been as een ed) 


$ million 


1940 Lots 
1941 eid 
1942 12.8 
1943 pe lkeye) 
1944 15.2 
1945 E5e6 
1946 pn ae 
1947 14.9 
1948 howe 

Total Leb .7. 


The value of the rolling stock capital items 


u} 
retired against the reserve each year, have been as fei tenee 


(1) 30% Case, Exhibit 335A; 20% Case, Exhibit 49/31; 
Annual Report, 1948. 
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1940 BYS 
1941 paeei 
1942 Te 
1943 Lee 
1944 oo 
1945 BIG 
1946 id 
1947 334 
1948 4.2 

Tota t PL 


The first point to which we would like to direct 
attention is that during this period, the amounts set aside 
in the depreciation reserve have averaged $14.3 million 
per year while retirements charged to the reserve have 
averaged only $3.0 million. In other words, the annual 
amounts set aside to pay for capital items used up have 
averaged 4.7 times (almost 5 times) as much as the 
amounts taken out of the depreciation reserve, to pay 
ror the capital, items, retired during the period. It 
Do Ol COUrSe.. Ure. one ianveny one year, or ini a number 
of years, the situation may be such that the company is 
Using Its capital equipment to the full and is. buying 
new equipment and not retiring old equipment. if that 
Situation exists, it is right and proper that the amounts 
set aside in the depreciation reserve should be sub- 
stantially in-excess of the cost of the capital items 
retired. If, however, depreciation provisions are 
greatly in excess of retirement for a period of time 
Which 184 significant perc of: the total lifetime of the 
assets in question, then that situation is not satis- 
Lactory. 

Some indication as to whether or not this is an 
abnormally low figure, can be secured from the record of 


retirements in previous years. It has already been 
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pointed out that between 1940 and 1948 retirements 
charged against the rolling stock depreciation reserve, 
averaged $3.0 million. This figure retains the cost of 
items retired minus their salvage value when retired. 
No strictly comparable figures are available for earlier 
years, but comparisons can be made on the basis of the 
cost of items retired, i.e., without the deductions of 
salvage. From 1940 to 1948, gross retirements averaged 
just under $4 million per year. In the preceding ten 
years they averated $3.6 million per year, while during 
the ten years 1920 to 1929, renewals of rolling stock 
averaged $5.5 million per year. (1) 

Another perspective on this matter is to reat 
Sider the annual depreciation provisions in relation to 
the total value of the assets against which they are being 
accumulated. AV Deere siy'1959," the total “investment in 
rolling stock capital was $303 million. By Jan. 1, 1948, 
the total was $421 million. The average of those two 
figures is $362 million. If that figure of $362 million 
is accepted as representing the average investment during 
the period, then the amount to be recovered OG Hor 
depreciation reserves would be $362 million minus the 
estimated salvage value of the assets when they are 
retired. But during the years from 1940 to 1948 annual 
depreciation provisions averaged $14.3 million. At that 
rate, the entire $362 million would have been accumulated 
from the users of the service tn 25.3 years’. Fr -Ghne tL 
rate were maintained, the C.P.R. would therefore have 
provided excessive depreciation to the extent of aie 
thing that was recovered from the sale of salvage plus 
any amount accumulated if, on the average, this equipment 


remained in service more than 25.3 years. 


(1) 30% Case, Exhibit 335 D. 
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It would appear that the majority of the railway 
rolling stock will, in fact, be in service substantially 
longer than that number of years. ky tT aad... che 
Shortest number of years of service life mentioned by 


the judgment in the 21% Case, were as follows: 


For locomotives 35 years 
For freight cars 28 years 
For passenger cars 29 years 


It is obvious that if present rolling stock should eee: 
tinue in service for that length of time, and if the 
depreciation provisions of the period 1940 to 1948 
should be continued year by year, the amount which would 
be accumulated would be far in excess of the total cost 
of the equipment. 

LUASnOuUlOnboe made tolearn at this point, that zhe 
criticism of this situation is not directed at the 
attempt by the railways to recover from the users of their 
service, the cost of the capital items which have been 
used up; rather, the criticism is that the annual amounts 
set aside in recent years have been too large in that 
they have been such that if they continue in effect, the 
users of the service wiid. be. called. uponiito payethe: full 
cost of the assets and a rather substantial sum in 
addition. It is acknowledged that the users must pay 
back the cost of the equipment. Thevobjective in 
criticising *thelpresent practices is to’ prevent. “the 
development of a situation in which the depreciation 
provisions .return the full original cost -of the ‘equip- 
ment and provide something in addition. If one refers 
back to the definition of depreciation which was quoted 
at the outset of this.section,. the criticism is that the 


depreciation provision is not being used as a process of 
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allocation of the cost of the SQULDNGNG, bul that it 1s 
being used as a means of collecting a sum in excess of 
the original basic value of the capital assets. The 
recommendations which are to be presented hereafter are 
designed to ensure that this situation will not be 
allowed to continue in the future and to prevent the 
establishment of a freight rate structure in Canada 
which will, to some extent, be based upon charging the 
users of the railways an excessive amount for these 
purposes. 

Recommendations 

For the nate of clarity, it seems advisable 
to list our recommendations at this point and then to 
develop each of them in some detail. On the question of 
accounting provisions for plant retirement, the Manitoba 
Government feels that your Commission should make the 
following recommendations: 

1. That the Railway Act should be amended in such 

a way that it is made clear that the authority 

and responsibility for setting the retirement 

and renewal practices to be used for rate- 
making, lies in the hands of the Board of 

Transport Commissioners and not in the hands 

of any interested parties, either the Railways 

or the users of the service. 

THE CHAIRMAN: Pardon me, are we to bear in 
mind in this No. 1 what you said precedingly about the 
continuing responsibility of the Dominion Government? 

A. That is correct, yes. 
e. That the Board of Transport CommisSioners 


Should have the authority and the responsibility 


for determining which assets are to be treated 
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on the basis of retiral accounting or of 

renewal accounting or of depreciation 

accounting. 

THE CHAIRMAN: Again, the same rider is to be 
implied there? 

A. That rider applies all through this entire 

brief. 

Q. The Government is still involved.) All right. 

A. 3. That the Board of Transport Commissioners 
Should undertake its own independent studies 
of service life of those assets which are to 
be handled on the basis of depreciation 
accounting. 

4, That in dealing with those assets which are 
to be handled on the basis of depreciation 
accounting, the service life data should be 
calculated in terms of years rather than in 
terms Of units of mileage or traffic volume. 
In other words, th t the depreciation, where 
it is used, should be calculated on a straight 
line basis rather than on the present user 
system. 

THE CHAIRMAN: Just a moment. You say here, 
then, that depreciation should be calculated on the 
straight line basis. Is that also a subject of what 


you have already said that the Act should provide 


for both to be used, the Government to direct which 
Should be used? 

A. As we visualize it, there is a distinction here 
between what would be put in the Act and what would be a 
policy decision. We do not suggest in any way that the 
Act should say it must be straight line. We suggest that 


under the present circumstances the policy decision should 
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be to apply straight line, but that the Act should include 
any such provision we are not suggesting. 

Q. The Act should allow either way? 

A. The only thing we are asking is that the Act 
require a decision by the Board and not by anybody who 
is an interested party on either side, as to which method 
is to be used for rate-making purposes. 

2. By the Board, but subject to the Government oe 


A. Subject to the Government always, yes. 


2p ALY (Piet . 
A. And then the No. 5 recommendation is. 
Bs That the Board of Transport Commissioners 


should establish the necessary administrative 

machinery for maintaining a continuous review 

of all the above decisions. 

MR. SHEPARD: Q. Have you any comments to 
make on the next section headed, "The Board should 
determine policy"? 

By The Board Should Determine Policy 

With respect to recommendation "1" we would 
point out that this is simply a restatement of the basic 
premise which underlies the whole submission by the 
Manitoba Government, namely that in all these matters the 
final authority and responsibility should lie in the 
hands of the Board of Transport Commissioners. In the 
past this has by no means been clear for in the 30% 


4 


Case the Board was requested to order the C.P.R. to 
produce the information lying back of its depreciation 
formula, but chose to refuse that request with the 
result that in its decision it was only able to make 
arbitrary adjustments in the depreciation provisions 


without any sound analysis of what the proper provisions 


Should have been. 
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It should be made clear immediately that there 
is no suggestion here that the Board of Transport Com- 
missioners should control the internal bookkeeping 
arrangements of the C.P.R. What is requested is that 
the Board should lay down the principles to be followed 
in the calculations for the purpose of fixing freight 
rates to be charged in Canada.) Ify for Operating purposes 
or for tax purposes, the Railway wishes to use some 
different set of records, that is a different metter with 
which the Board of Transport Commissioners need not 
concern itself. In accounting for rate-making purposes, 
the major issue is to keep a clear distinction between 
money belonging to and contributed by the owners of the 
corporation, and money belonging to and contributed by 
the users of the corporation. In its efforts to reach 
decisions on rate level matters, the Board of Transport 
Commissioners should require that these distinctions be 
drawn with particular clarity and particular precision 
in order that the users of the service will depive ic ie es! 
credit for that part of the company's money which has 
been contributed by the users. If this is not done the 
result may be that the users of the service will eau kee 
upon to provide the capital in the first instance and 
will then later be called upon to provide a depreciation 
reserve to return to the company the cost of the assets 
which have been bought with that capital. 

There is only one comment I would like to make 


there. The third line says: 
", . » namely that in all these matters the final 


authority and responsibility should lie in the hands 
of the Board of Transport Commissioners." 


THE CHAIRMAN: That is always subject to this 
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A.. Yes, that is the point I was going to draw to 
your attentiom that the word "final" -- 

2. One has to be careful to read the condition 
because it sounds so absolute in respect of the Board, 
but then there is that qualification. You Say that in 
all these matters the final authority and responsibility 
Should lie in the hands of the Board of Transport Com- 
missioners, but you don't really mean that? 

A. No, that was the point I was going to make just 
now, that that word "final" should come out; and the 
emphasis is that as contrasted to the authority of the 
railways or of the users or of anybody who intervenes in 
a case, the authority of the Board of Transport Com- 
missioners should be final but not in respect to any 
policy directives either in statute or from the Goverae: 
ment. 

MR. O'DONNELL: Are you going to delete the 
word "final then? 

A. Yes. 

COMMISSIONER ANGUS: In the fifth of these 
recommendations, the continuous review, suppose that 
one of these matters had been decided by the Government? 

Ae EVER 

#. Are you still considering that the Board of 
Transport Commissioners should still keep it 
under review? 

A. Yess 


4. In order to be in a position perhaps to advise 


the Government to change its decision? 


A. Very definitely, yes. 
MR. SHEFARD: Mr. Moffat, will you turn to 


the next heading which is on page 9, Chapter V? 
THE CHAIRMAN: Is that right then, that you have 
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the Board being an advisory body for the Government? 

A. ‘I think 10 is: inevitable, it must be in that 
position if you are in this situation, yes. 

2. The Board would advise the Government to direct 
the Board in a certain direction, is that it? 

A. I think that is what happens in any Government 
department or any body that is working under the Cirec- 
tions of a Government department. 

MR. O'DONNELL: That would result in the 
Government being managers of the railway. 

THE CHATRMAN: I did not hear you, Mr. O'Donnell. 

MR. O'DONNELL: That would result in the 
Government being managers of the railway in the final 
analysis. 

A. Well, it depends -- 

COMMISSIONER INNIS: Or would it be the other 
way around? 
MO DONNELEA Oe might be that. too. 


THE CHAIRMAN: All right, go on, Mr. Moffat. 


MR. SHEPARD: paecu or the heading, ‘Which 
Assets are to be Handled by Renewals and by Depreciat‘on.” 
I think you wish to deal with this section in some 
detail? 

A. Yes, this is our heading of the seconc recom- 
mendation, that the Board of Transport Commissioners should 
decide the question as to which assets are to be handled 
by retiral accounting,or by renewal accounting,or by 
depreciation accounting. The section is a bit lengthy 
but we propose to read the whole thing. 


Which Assets are to be Handled by 
Renewals and by Depreciation 


The second recommendation on this subject is 


‘that the Board of Transport Commissioners should decide 
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as to which assets are to be dealt with by each of 
the three methods: -- retiral accounting, renewal 
accounting or depreciation accounting. 

In order to present our views on this matter, 
it is necessary to give a somewhat detailed description 
of the methods which have been followed by the C.P.R. 
in-aregsard tots ‘road “assets. AB has alréeasay been 
pointed out, road property was handled on the basis of 
renewal accounting from the beginning of the corporate 
Hhievery 6: the CVPR. until wuly det) L942. Brom that 
date to the present, part of road property has been 
handled on the basis of depreciation accounting and the 
remainder has remained on renewal. The major accounting 
Sacesories upon which depreciation is) not calculated, 
are the following: (non-depreciable road) -- 

- Grading 

~ Tes 

- Rail 

- Other track material 
- Ballast 


- Track laying and surfacing. 


Those are still ‘on’ the ‘reriewal method. 
The road items upon which depreciation is 
provided, are the following: (depreciable road) 
In general it is the road structures items 
as contrasted with the roadway items in the other group. 
- Roadway machines 
-~ Public improvements 
- Tunnels and subways 
- Bridges, trestles and culverts 
- Fences, snowsheds and signs 
- Stations and office buildings 


-~ Roadway buildings 
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- Water stations 

- Fuel stations 

- Shops and engine houses 

- Grain elevators 

- Storage warehouses 

-~ Wharves and docks 

~ Coal and ore wharves 

~ Telegraph and telephone lines 

- Signals and interlockers 

-~ Power plants 

- Power transmission systems 

- Miscellaneous structures. 
The depreciation provided on these items in 1948 amounted 
VO MSO SOG TL, 452. oe 

During the six years from 1943 to 1948, 
inclusive, the amount charged against the users and 
Set aside in road property depreciation reserve, 
amounted to $47.5 million. ** On the other hand, the 
toval of all road property retired and: paid for ‘out of 
the road property depreciation reserve, amounted to 
only $6.2 million ** There is no evidence in the rate 
cases to indicate that renewal accounting is not now 
being carriedvony largely asoitvexistediprior to the 
Ineepcrivoenvor depreciation saccountings lh ‘that vis lso,4 
the user of 1949 is being called on to pay for heavy 
renewals as he did in the earlier years, charged to him 
through maintenance, and in addition is being called 
upon to provide annual amounts for retirement which may 
never’ takevpilece. roThe ywact hihet srenewal accounting: is 


being used in these assets is suggested very strongly by 


* Annual Repert,) page: 30: 


¥* 30% Case -- Exhibit 335; 20% Case -- Exhibit 49/31; 
Annual Report -- page 30 
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the fact that during the five year period 1943 to 

1947, the total value of all depreciable road property 
assets which were paid for out of capital, amounted to 
only $19 million. * The 1948 figure for deprec:ecble 
road is not obtainable from the published accounts. If 
depreciation accounting had been Strictly applied, this 


would mean that the total cost of all improvements to 


depreciable road property, plus replacements of depreciable 


road property, averaged less than $4 million per year 
while during that same period the amounts being set aside 
in the depreciation reserve averaged $8 million per year. 

The Manitoba Government is of the view that the 
C.P.R. 1S on sound ground when it treats its different 
assets on two different bases for the purpose of pro- 
viding for retirement or renewal. We do, however, 
criticize the particular division which has been made 
and we would express the opinion that a number of road 
items which are handled on the basis of depreciation 
accounting, should be handled on a renewal basis. 

The system of renewal accounting was used by 
the C.P.R. for something over fifty yearsifoulaldy assets 
and for over seventy years for road property and 
apparently proved to be reasonably satisfactory. This 
was probably because the system of renewal accounting 
end the system of depreciation accounting will result 
in the same annual charge to the user of the system if 
two conditions exist: 

1. If the replacement of assets take place at a 
uniform rate year by year. 
e. If the price level as reflected in the cost of 


assets does not change. 


* 30% Case -- Exhibit 335; 20% Case -- Exhibit 49/31; 
Annual Repoort -- page 30. 
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On the other hand, even if both these two 
conditions are absent the total cost to the user over’ 
the entire life of the assets, will be identical in any 
case. For these reasons it seems to the Manitoba Govern- 
ment that the decision as to which of these two systems 
is to be used should turn upon -- 
(a) the adequacy with which the System proposed lends 
itself to public supervision; and 
. (b) the adequacy with which it meets the problems 
created by change in price levels: and 
(c) the adequacy with which it meets the problems 
created by changes in the annual rate of replace- 
ment of capital assets. 
In attempting to reach its decision as to whether 
a given group of assets should be handled on the basis of 


4 


renewals or depreciation, the Board obviously must take 
into account the information which would be required if an 
adequate system of public supervision is to be maintained. 
if the system is to be, that of renewals, the information 
required is the present cost of the replacement item. If, 
on the other hand, the system is to be that of deprecia- 
tion, then the same information as to the cost of the 
replacement item is necessary and in addition, it is 
necessary to prepare.) in advance, an estimate of. the 
Yveefulwlifaerok ther asset ins questions; It.is. therefore, 

in our view, extremely important to consider whether in- 
formation as to probable useful life can be secured for 
any group of assets before this decision is taken. It 


it is equally important to determine whether company 
policy either in the form of deferring retirement or in 
the form of a policy of heavy maintenance, can materially 


a 


change the average life of the equipment after the life 
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In a substantial number if not 911 of the assets 
included in the road depreciable account, it is impossible 
to prepare service life estimates with sufficient accuracy ° 
to institute a depreciation accounting system without 
incurring a serious risk that the service life estimates 
will prove, in practice, to be far from the actual results. 
Invpert, thisttass result of inadequacy of the data and 
this point will be discussed more fully in the section 
dealing with service life estimates. But e more serious 
source of error lies in the extent to which the life of 
road assets can be prolonged or shortened by management 
decisions as to maintenance, 

Because of this element of doubt, in any estimates 
of service life, there is an element of risk both to the 
user and to the railway if depreciation accounting is 
introduced. If service life should be under-estimated, 
the user is called upon to provide unnecessary large reserves. 
If service life should be over-estimated, the railway runs 
the risk that it will not have adequate reserves when the 
assets ere no longer useful. The result is thst if such a 
system is established by the railways, the tendency inevitab- 
ly will be to set cautious estimates and to make sure that 
reserves will be ample. On the other hand, if the system 
of renewals is used, the railway runs no risk that its 
assets will not be paid for and the user, on the other hand, 
runs no risk that he will be charged excessive amounts. For 
this reason alone, it is the view of the Manitoba Government 
that renewal accounting should be carefully considered in 
relation to 3ll the road assets both way and structures. 

THE CHAIRMAN: What do you mean by "carefully considered" ? 

As “Well; the thought sir, is thet if ‘this *was the only 
consideration even it would justify a very careful 


consideration. Then there are a couple of other points which 
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developed which lead us to the conclusion that the 
consideration based on this question of adequecy of 
Supervision lead to the conclusion that the recommendation 
Should be that a substantial number of these cases should 
be put on to renewals. 

Moreover, in the case of the change of the price level 
it is the view of the Manitoba Government that the 
renewal method provides a much more satisfactory method 
of handling the situation than that provided by deprecia- 
tion. From the point of view of the railway it is 
preferable in that it will immedistely be able to collect 
from the users of the system, the new higher cost of the 
replacement. (The word "in" got left out there if you are 
following the copy very closely). On the other hand from 
the point of view of the Canadian public who sre the users 
of the service, it is ow view that it is much preferable 
that the costs of expensive new assets purchased in 
periods of high prices should be paid off immediately, 
and should not be allowed to become the cause of continuing 
charges which will be levied regularly over a long period 
into the future when prices and the level of the business 
activity may be lower and the public that much less able 
to bear charges. 

The question of the uniformity of replacement of assets 
still remains to be considered. If assets ere replaced 
steadily year by year, the two systems yield approximately 
the same annual results. If, on the other hand, there is 
a tendency for replacements to become necessary in relative- 
ly large groups, then the situation is different. The 
record of the C.P.R. in the past indicates that additions 
to road structures assets form a relatively small proport- 
ion of s total investment in those assets, this is a 


direct reflection of a relatively long life of this type 
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of asset. Consequently, any fluctuations in the yearly 
amount of replacements of road structures items, will be 
less likely to have serious consequences for railway 
operating expenses. For this reason we think that this 
particular consideration, although it tends to favour the 
use of depreciation accounting in theory, is of considerably 
less significance in the case of the road item than it is 

in the case of rolling stock items. 

The Manitoba Government is therefore of the view that 
this whole question of the division of railway assets between 
those which are to be taken care of by renewal accounting 
and those which sre to be taken care of by depreciation 
accounting should be reviewed by the Board of Transport 
Commissioners, and that in the interests of adequate 
Supervision and in the interest of the final and definite 
disposition of the additional costs which may arise from any 
increase in price levels, renewal accounting should be in- 
augurated in all those groups of assets where the life is 
long and where in consequence the yesr by year replacement 
tends to be relatively steady, and tends to be a relatively 
small part of the total assets, or where management policy 
with respect to maintenance can have a material effect on 
lengthening or shortening life. On the other hand, depreciat- 
ion accounting should be instituted for those items in which 
the life is short, where the annual replacements tend to 
occur in bunches and where there tend to be Ava periods 
When replacements are much less Significant, We do not 
propose, at the moment, to give any specific recommendations 
as to which assets should be handled in each method, but it 
is our general view that for rolling stock items the 
depreciation division is more desirable, whereas, among the 
road items it is doubtful whether there are many cases where 


deprecistiion should be used, 
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MR. SHEPARD: Now, the next heading, Mr. Moffat, is 
"The Board Should Make Studies of Service Life" the 
heading itself pretty well describes what is in the section, 
I think? 

A. Thet is correct, 

Q. And you do not intend to read it? 

A. No. 


i ee ee ae) 
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The Board Should Make Studies of Service Life 

The third recommendation, namely that the service 
life studies necessary for any system of depreciation shuld 
be made by the Board of Transport Commissioners rather than 
by the railways, follows directly from the fundamental 
proposition that the decisions in these matters should lie 
with the Board. We do not consider that it is necessary to 
repeat egain, here, the reasons which leed us to support 
this proposition. We do, however, feel that this question 
of service life studies is of sufficient importance that it 
Should be treated as 3a separate matter and that a specific 
recommendation on it should be included in your report. 

Q. The following heading "Service Life Data Should be 
Calculated in Years", I understand it is not your intention 
to read that section? 

A. No, that section gives a discussion of the possibility 
of securing service life data from existing records and from 


records which may be developed and the gonclusion is evident. 


1 


y 

; ary a q iS 
Be te Fiat A caaibesd sas 28 
fa 


ert? Ni gy e9 tyre 0 sethaye pears 


v7 


oat rit L) dot eudenoned Lilow- ottong. 


A, ; bashes i 
: »s 7 a =e wy os 
ii 


tooTago. Bt. 24 S a : 


- 
eee So 
ti 


‘ 
. 


sxoM .Hbyoce preok Z| ae 
inode & Sfy008 DtCOk. 


—~———- 


py chat or 


| ; a 
eeoun eotby 


v 


‘gninwose TO 


yan rioldw shrocet 


- 8624 - 


Service Life Data Should be Calculated in Years 

A further basic question in connection with this 
service life data is to reach a decision as to whether 
service life should be measured in years or in terms of 
mileage travelled by equipment, or tonnages hauled by the 
railways. In other words, the decision is as to whether 
the service life data is to aim at a depreciation system 
which allocates the cost of the asset uniformly over the 
number of years which the asset is likely to be in service, 
or whether att at a depreciation system which varies 
the annual depreciation provision in accordance with 
changes in traffic volume. 

Obviously, in order to make any study of 
service lives, it will be necessary for the Board tO 
secure its basic data from the railways. This “pOine 
automatically raises the question as to what paetel: 
data is actually available. TNELG se Patts ao alt edeurave 
record of the year when each asset went into service and 


it is therefore possible to ascertain exactly the service 
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life in years of every asset retired and of every asset 
how in service. Consequently, the data necessary to 
prepare estimates of service life in years, is available 
in the form of accurate records of life in years of 
existing assets and of old assets. The only element of 
estimation involved in a study of service life in years 
is that which attempts to relate the record of the past 
to the probable record of the present equipment when used 
under conditions which are likely to exist in the future. 

On the other hand, a fully satisfactory study 
of the service life of assets measured in terms of miles, 
would require accurate re¢ords of the useful life of 
assets kept in terms of mileages. The C.P.R. has not 
produced any mileage records in any of the recent rate 
cases and it is doubtful whether they exist except for 
locomotives. With respect to road items such as snow 
Fenées, Station buildings, eté., it woulda obviously be 
impossible to secure exact data relating their period 
of useful life of the number of miles moved by railway 
equipment or the nuinber of ton miles of freight and 
passengers hauled by the railways. 

It is our submission that the only real study of 
service lives which can be made is one which goes directly 
to the actual records which exist and that the only 
existing records for all classes of equipment are those 
measuring life in years. We would go further and say 
that although, in the case of rolling stock, it might 
be possible with a good deal of work to accumulate records 
in terms of mileage, in the case of depreciable road items, 
particularly such things as snow fences, telephone and 
telegraph lines, grain elevators, water Stabions, ete:, 
the mere accumulation of records of tonnages or ton miles 


handled by the railway during the period when those items 


gone mene 720 


af At 4) array | (i strl soilvise oO") 


a » 


j : aL 5 : 
‘eo ebatosr odes ‘sno ie: it a ite ara) 


a % 
“* 
iy : ; ae 
coals fo off, «ed oaer Dopo Tg Dre. gee Bh 
@ “« Pha ets .- oe i = 
aie S ee ei ah fOy, 


var © ode rs bis moe) ly Huse Oy bete aon bubLoves: Saget mi) 
signi Maeinaidhe sin | : Bane: 


. oa tes a: Braoo¢ off tise OF Be a ety - Rinse Soul teat j wea ; 
’ ea . oe ck) j > / » é + wis > ; a8 
oH ‘ ose oy . t ay li Ts © - Car - 


es Ps ie ie . 
Chic. Lcd) apie Piikia AAA etbG Ste Le Pee : wey okdnde nay ial a 7 


oy ‘ ha * i 
ee oe | ; fata y | tA if 
ee - " bs Find 3 F + ay, 
eF ’ i hae rh ror “ —<> yo ' —* i i’ 2 ‘ | te PB rive . ae e. f fF 105, 8h Be 7 A. LF 
ee LE ES YL FE. HE fin? es, 
ite ' : . vant at ‘ f 
& ; i a F ee i ‘ ss ah i ‘ 
oa " i % Poke ay % ih * ra e 5 , j ; a ft i he « 
vi on i ' — . ‘ im ig { 7} ns i? rsh i! ee ee 
bee 1G eel eee eth, eo a aes 1 i ‘ A’ ats Ry wd ~4 ay ie 
tas : 4 . cr Kae . .* he sa roe , Sa “ ‘. 
ja: é 2 ash : =, 2 mal i f ; 
ats Kaa ay aay a f y an ‘ ae Wy on 
oe wit ih a sais Sct iesrnad pxopas! TO wibd) Bert eeSans , an 
oy, a Tor oe mie tes * ot = beat » 4 : j 
Any a iy j Lag Pen ae Ee a, , wor ai 1 
iis = ; 4 a J ae : / ae Lat Pa 2) 
6 te Yas) + | ¢ hee be 112 hey xt yer ey Bee oe Ca Ti) 05 Mm Sry LEfe Ko La ; bt Lows / E 
gan we . ay . ire 2 aC, : A ; - nets 
aes ‘ ‘ * . ra oe M we 
yak ae rar : a ey it 
+i eld , ; hy? ie &) ah ee Hie: 
iy i as tad ‘ ‘4 { : - “Ale | ae 4 Dey b Mey Ai i mt | aq ; a a by ff ‘i by t ai "@ bei tp : oe an 1, 
a 2 é \ ‘ h ’ n= aa ' “ ’ } 3 : 
‘ = st . \o in , f | 
: am Phe ae 4% ei fe By. 
3 € : : cal A @ i th ev % ad: 
ees ane BO. Eo i Log ip oak ., ta me oul ie 


f ee a f f } ' i ys 
‘4 x: i aie on im a Ware i iy 7 ba ue nt Ap 


| ely 0 Ree rears | his oe 


a ay ey 4 " as Paths 7 . . 2 4. f ns ‘ : Sa Wa rely 9G “4 1) “ps: ae | 
4. <a ) a? ee, eek. q 4 ‘ ay: gt i < Ten 7 
“pe Ls - vow ‘ 
aa ‘ : ; ; , 
: ’ ‘ 7 aha 2 
= IMs i é ci | 2 at 
ime ; i ot Pe ‘ aks beech yer, Cae: dv vis mmr a ) 
nt he F a ae Th eee 
Font rt | - 
r m 
bit \ 
: a 
= ve hy mt 9 
ty ri t ! ee oe ria S44 % AP am aS ONS " 
a0 j + a . & i 
“ ne ee ' 
ve sj © ty : ws ra ip, ey 
7 «& - 
> me rPrne 
" ss ar iy By: es beds a ak Oar SAGOME 
. 
a Se 
Wy! 
, ‘ fe 
t A by ee 
fi 4 * ; } oe Oe | ‘te Sw? {c) 
’ fh 
‘ feats 
a 4 a Pi 
Ly aw 
‘ . rt, mee ied 4 —) i ied 
Being aj + : Ne $0. ST Cetcery | STL we trp Lape 
! AD 7 : p =e i\ : ® 
| F r ‘ne 


, r 3 dha an © : 
| , Jevawlher sf Ge DeLee pregaer 


i ty (ie iri ioe wit f 5A reas ee Py 


j iy 
Se bat ook foaitw werooss rca wil oF 


ips eh fe o tis «“H4 atnancis EritdesKo 
A oe? ri 5 \y ® i é ot AL yf i : eal imo | 


i . ua POAD.. wi? a , Aig stk taele 
: ‘Si, wi 
; 1 wicw Fo Leek OtGg ot Lo sy eldteeeq od 


} tol PAD ity 
We PCA Ad, ve 


veoh sen) Ble ak ‘Bee heot YO. ant ait 
a ie 

ne BA emul? us at 
‘ f i f is. 


be real Fi VAROP RSLS ris , " 


x i iia if a’ 
refioy " ul acre: a mi ¢ 
od ths 


a 
nS “ iteery. ait & rat mine 
¢ 


= 


= 8625 Mr. Moffat 


are in use, would in no way provide information which could 
be considered as measuring the life of those items in 
terms of tonnages or ton miles. 

The fourth recommendation in regard to this 
subject, flows naturally from the point just discussed. 
Since tne only satisfactory service life data which is 
available is that which is expressed in years, it there- 
fore follows that if the Board of Transport Commissioners 
is to have adequate data to test the system which is 
installed and is to be able to supervise the methods and 
application of depreciation in the future, that deprecia- 
tion system must be one which is based upon service life 
in. years. In other words, it must be one which allocates 
the cost of the equipment over a given number of years. 

For this reason, in the Brief of Points, Item 
number 10 reads as follows: 

"It is our view that in the interests of the public 

and particularly in the interests of adejuate 

control and inspection, depreciation as used in 

the determination of Canadian freight rates should 

be calculated on a straight-line basis wherever 

it is allowed." 
This should not be interpreted to mean that it is our 
view that Ser tenee mu ne depreciation should be used for all 
the assets which are now subject to depreciation account- 
ing. Ag We Nave already pointed out, it is.our. view. that 
a careful study of the assets should be made to determine 
whether a substantial number of them, particularly in the 
road category, should not be returned to the renewal system 
followed from the beginning of C.P.R. history until 1942. 
Our present submission is that once that study has been 
made and once it has been decided that a certain group 


of assets are to be handled by depreciation accounting, 
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then, for those assets, depreciation accounting should 
be on a straight-line basis. 

Straight-line depreciation is, of course, dif- 
ferent from the system which has been followed by the 
C.P.R. since it first introduced depreciation accounting. 
The C.P.R. “user” system has, as its objective, the 
allocation of the cost of the assets, in such a manner that 
the annual charge varies according to the mileage travelled 
by the equipment and according to the tonnage handled by 
the system as a whole. Such a system may have considerable 
merit from the point of view of corporate operations and 
from the point of view of business management. For such 
purposes we have no objection to its use, but for the 
purpose of the determination of the level of freight rates 
to be charged in Canada, it is our view that the primary 
requirement is that the system should be such that it is 
possible to secure the data necessary to prepare an 
adequate check as to its fairness from the point of view 
of the railway company and the users, and as we have 
already pointed out, we are of the opinion that no 
adequate records are available except in terms of years. 

We therefore feel that the present “user system should be 


rejected for rate-making purposes. 


Administrative Machinery 


Our recommendation number 5 needs very little 
elaboration. It is the same recommendation which we have 
made in respect to all other matters dealt with, namely 
that the Board of Transport Commissioners should be 
strengthened administratively both as to its powers and 
as to its personnel in order that it can continuously 
review its decisions in the light of changed circum- 


stances. We feel that in this particular case of the 
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provisions for retirement of capital assets, it is of more 
importance than in many of the other cases, that the Board 
Should have a highly qualified technical staff available 
who would be continuously working on this field and who 
would therefore be familiar with the records and statistics . 
in order that in any future rate case, the Board would 
have available to it, highly qualified independent 
technical advice and the necessary information and back- 


ground upon which to reach its decision. 


THE CHAIRMAN: You say "In other words, the decision 
is as to whether the service life data is to sim at 8 
depreciation system which allocates the cost of the asset 
uniformly over the number of years which the asset is 
likely to be in service - ", That is straight-line? 

fi That is straisht=line yes. 

Q. " - or whether it is to aim at at depreciation 
system which varies the annual depreciation provision in 
accordance with changes in traffic volume." That is the 
user? 

A. Yes, 

Q. What do you say about that? 

A. The conclusion is that the only service life data 
which cen be firmly relied upon, is that in terms of years 
and that therefore the Straight-line method should be 
adopted, 

Q. You have outlined the characteristics of both 
methods in the first peragraph and you finally advocate the 
adoption of the straight-line method. Is that right? 

A, That is right, yes. The very last sentence "We 
therefore feel that the present ‘user! system should be. 
rejected for rate making purposes", 

MR. SHEPARD: Now the next section "Administrative 
Mschinery", a short paragraph at the end of the chapter, 
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have you eny comment Of make on that? 

A. The point there is No. 5 in the recommendations, that 
there should be the necessary administrative machinery set 
up to maintain s continuous review of whatever decisions are 
reached 4 

THE CHAIRMAN: Where is that? 

A, The very last section. 

Q. The last paragraph? 

A SOS SLs 

MR, SHEPARD: Now turning now, Mr. Moffat, to chapter 6 
dealing with maintensnce expenses, my understanding is that 
you intend to summarize the first six pages and then start 
to read with the paragraph "Following this discussion - " at 
the » top of page 7. That paragraph, Mr. Chairman, is the 
last pargegraph on page 94 of the printed statement and is 


where Mr. Moffst intends to read from. 
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CHAPTER VI - MAINTENANCE EXPENSES 

The C.P.R. Annual Report for 1948 shows expendi- 
tures for Maintenance of Way and Structures and for 
Maintenance of Equipment at a total of $140.9 million. 

The amounts set aside in depreciation reserves were charged 
against these maintenance accounts. Hence the deprecia- 
tion provision of $28.5 million must be deducted to give 
the amounts of $112.4 million charged to the maintenance 
accounts in respect to physical maintenance work performed 
during the year. 

As in the case of the renewals, retirals and 
depreciation, so in the case of the amount charged in 
respect to physical maintenance work, this submission 
presents a relatively detailed analysis of the situation. 

The level of maintenance chargeable for rate 
making was discussed at great length in the hearings on 
both the 30% application and the 20% application, but it 
is the view of the Manitoba Government that no Satisfactory 
conclusion has yet been reached and we therefore suggest 
that your Commission should review the whole matter and 
Should recommend some more adequate method of dealing 
WIC ou Among the studies which were proposed in the 
Manitoba brief-of—Points » the third Study was dealt 
with in the following terms: 

"3. One matter which formed the basis of much 
evidence and argument in both the 30% Case and 

the 20% Case, was the question of maintenance both 
as to the standard of maintenance which is desirable 
in the public interest, and also the extent to 

which maintenance expenses should be expected to 
increase with increased volume of traffic. 
Considerable evidence was adduced on the extent 


to which operating expenses and/or maintenance 
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expenses had increased in other periods of 


increasing traffic or in other railway systems. 

Very little, however, was done with respect to the 
extent to which such increased expenditures were 
essential, or desirable, in the public interest. 

It is our respectful view that your Commission should 
undertake a study for the purpose of laying down 
principles to be followed in these matters in the 
future." 

The matter of determining "the standard of 
maintenance which is desirable in the public interest" is 
in our view a vital part of the general problem of deter- 
mining the standard of railway service to be provided in 
Canada. We have already dealt, at some length, .with, that 
matter. In this chapter we propose to discuss the methods 
by which one might measure the amounts Spent for maintenance 
for the purpose of determining whether the maintenance 
account reflects only the normal cost of maintenance 
attributable to the year under review, or whether some 
element of improvement of capital equipment has also been 
included, or whether maintenance has been charged to the 
year under review, which properly should have been charged 


to an earlier or later year. 


Maintenance Expenses in Recent Years 


We have already stated that the 1948 expenditures 
of the C.P.R. in relation to physical maintenance were 
$112.4 million. The comparable figures for the years since 


1936 are as follows: (1) 


(1) These figures have been calculated by subtracting 
from the total maintenance accounts the amounts set 
aside for depreciation or renewals or retirements 
according to which policy was applicable in the year 
in question. Depreciation and retiral figures are 
available directly from the accounts. In those 
years and for those assets where renewals were used, 
the renewal figure has been estimated as. double the 
corresponding retiral figure. Data from Exhibit 335D, 
J and L; Exhibit 49/31 and Annual Report, 1948. 
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Year $ million 


1936 % BRD 
1937 35.7 
1938 Sa 
1939 31:2 
1940 39.4 
1941 54.2 
1942 64.6 
1943 79.1 
1945 94.6 
1946 88:0 
1947 O44 
1948 112.4 


The question at issue could be phrased thus: In 1948 
the railways asked that they should be authorized to 
collect from freight rates in Canada, the amount of $112.4 
million to be spent for maintenance of way and structures 
and rolling stock. Is it"desirable and necessary in the 
interests of Canada as a whole" that they should be 
authorized to do so in the light of the fact that in the 
four years immediately previous to the war, they were able 
to maintain their way and structures and equipment for an 
average expenditure of $33.5 million per year? 

This record of the maintenance éxpenditures of 
the C.P.R. in the past 13 years immediately raises 
two questions: 

1. To what extent are the increases due to increased 
wage rates and to higher material prices? 

2. To what extent are the increases made necessary by 
higher traffic volume? 

An answer to the first question lies in the 
fact that the C.P.R. has estimated that between 1939 and 
1948 wage rates and material prices increased on the 
average by 69.4%. If one takes the 1939 maintenance 
figure quoted above and raises it by that percentage 
the result is the figure $52.9 million. In other words 


the 1939 quantum of maintenance would have cost $52.9 
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million if it had been paid for at the wage levels and 

the material prices which prevailed in 1948. But in 

1948 actual expenditures for that purpose are shown as 
S7re mt tion’: There is, therefore, an increase of 
$59.5 million which must be attributed to some cause other 
than the increase in wages and material prices. 

Traffic volume, as measured by gross ton miles 
of traffic moved, stood in 1948, at a level 66.5% above 
the 1939 revert) IG 2S ObvVi0US "that with @ traffic 
increase of that magnitude there would inevitably be a 
need for a greater amount of work and of material and 
Supplies if the railway were to be maintained at its 
former level. But question 2 above cannot be answered 
Simply by saying that maintenance expenses would be higher. 
The question is "how much higher?" Attempts to answer 
that question both by provincial witnesses and counsel and 
by railway witnesses and counsel occupied a large Ais 
portion of the time consumed in both of the recent rate 
cases and in the appeal to the Dominion Cabinet. 

In some cases these discussions were directed 
toward maintenance expenses as such. In other cases 
the discussions were in terms of the "efrect: of -Crarfric 
increases on total operating expenses. It does not seem 
appropriate to present the details of those discussions in 
this present submission. The conclusion reached by the 
Manitoba technical staff was that the level of 1947 
maintenance expenditures estimated by the C.P.R. in the 
30% Case represented an increase of some $30 miliione? 


above the 1939 level of maintenance even after full 


(1) Exhibit 49.31 and C.P.R. Annual Report, 1948. 


(2) McLean Argument -- Transcript, page 16985. 
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allowance had been made for increases in wages and 
material prices and for heavier experikes because of higher 
traffic volume. In regard to the 20% Application it 
was the conclusion of the Manitoba technioal staff that 
the estimated increase over 1939 was sufficient to take 
care of increases in wages, material, prices and traffic 
and leave some $21 miliion'?) which could not be accounted 
for in that way. 
At no time did Manitoba suggest that the figures 
Shown in the 6.P.R, aeeounte did not accurately record 
the amounts actually spent, Rather the argument was that 
these amounts represent the 1939 standard of maintenance 
and something in addition and that the 1939 standard of 
maintenance had been sufficient to make possible an 
excellent rail service during the war years. 
In reply the C.P.R. used two lines of argument. 
In the first place it contended that the proportion of 
operating expenses which varied with traffic was much 
greater than that used in the provincial calculations. 
In the second place it contended that whether or not the 
present standard of maintenance was higher than that of 
1939 was irrelevant since in the opinian of railway 
operating officials the present standard of maintenance 
was lower than that which they considered proper. 
The problem can thus be seen to have two aspects: 
l. A factual one, to determine what additional mainten- 
ance expenditures are made necessary by a2 given 
increase in traffic; 
2. & policy one, to decide whether the standard of 
maintenance is to be the same as or higher than or 


lower than some specified period in the past. 


(1) McLean Argument -- Transcript, page 4407. 
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Discussion of Maintenance Provisions 
as Discussed in 21% Judgment 


In its 21% Judgment issued March 30; 1948, 
the Board of Transport Commissioners did not, in our view, 
deal adequately with this problem: THe @iScussion of it 
appears on pages 28 to 31 of the printed Judgment and those 
Same pages deal with the question of the use of deferred 
- maintenance reserves. The following quotation gives the 
main content of those pages omitting the references to 
"deferred maintenance reserves. fhe formula which is 
desévibed as the "Yager formula" is one of the foonnias 
used on ‘behaié of the provinces to estimate the increase 
in maintenance expenses which could be attributed to 
increased traffic volume: 
", . ,. I would hesitate to aecept the results of the 
application of the Yager formula as applied in this 
case tO a period of eight years wherein traffic has 
increased 60 per cent between the two periods under 
review. The American Railway Engineering Association 
clearly indicates the following in discussing the 
Yager formula: 

'It is not recommended that the following 
method be applied to a condition where the 
variation of traffic exceeds one-third above 
or bélow that of the base period. ' 

Had it been possible to apply the Yager formula 
each year from 1939 to the present time, I might have 
been more disposed to accept its results as applied 
to the Canadian Pacific or the Canadian National. 
But, both railways have indicated to the Board that 
no index of cost of materials and wages is available 
for each of the years between 1939 and 1947. 

For purposes of analysis, I have had prepared 
the following table, which shows for the Canad-an 


National and the Canadian Pacifie the maintenance of 
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of way and structures expenses per equated track mile 
for the period 1939-1946, excluding the deferred 
maintenance charges: 


Maintenance of Way and Structures 


Expense per Equated Track Mile 


Canadian National Canadian Facitric 


(Lines e Canada) Se a 


1930 1,266 ghe 
1940 | 1, 384 Oy 
1941 1,647 ay 
1942 1,858 Neds al 
194.3 2,037 2,087 
1944 2,409 a Mahe 
1945 2,293 pit 
1946 2,254 2,432 


The first conclusion which may be drawn from 
the above table is that the maintenance expense on 
the Canadian National, taking the year 1939 as 
100.00, had increased to 178.04 in 1946, whereas 
the Canadian Pacific, had increased from 100.00 .to 
258.20. The second conclusion is that whereas the 
Canadian National level of maintenance of way and 
structures expenses per equated track mile was higher 
than the Canadian Pacific for the years 1939 to 192, 
inclusive, since that time, the Canadian Pacific has 
been higher than the Canadian National. Road ee 
preciation was initiated by the Canadian Pacific on 
the lst July, i94e. This factor was probably 
influential in increasing the maintenance expense per 
equated trackmile on the Canadian Pacific over and 
above the level of the Canadian National, and I 
restate hereunder the above table after eliminating 


the amounts charged in maintenance of way and structures 
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by the Canadian Pacific for depreciation on road 
property: 
Maintenance of Way and Structures -- Canadian 


Pacific Railway 
Expense per equated track mile 


1939 $ 9Qhe 
1940 1,047 
1941 Leou7. 
1942 1,519 
1943 | 1,816 
1O4y 23 P73 
1945 ee 
1946 27151. 


It is evident that the introduction of road 
depreciation increased the maintenance of way expense 
per equated track mile by approximately $300 per year 
Since 1943. This influence is intensified when 
consideration is given to the fact that the method of 
depreciation used by the Canadian Pacific reflects the 
heavy traffic which has been offered to this Company 
in the last five years. Further mention will be 
made of the depreciation method used by the Canadian 
Pacific KRaiiway. 

The level of maintenance of way and structures 
expenses for 1947 as estimated ($53,038,000) is an 
increase of five per cent over 1946, or in dollars 


the increase is roughly $2,500,000. 


Because of decreasing net earnings caused 
by the increase in prices of material and labour, 
instructions were caened by the management of 
Canadian Pacific Railway Company, in the first part 
of 1947, to drastically curtail the maintenance prog ram 


of the company in connection with the maintenance of 
way. By June 1, 1947, traffic had shown somewhat of 
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an inerease in comparison with the similar period in 
1946, and the curtailed maintenance of way appropria- 
tions were then somewhat liberalized. But; as Mr, 
Ne Hi Pung ; Vice-President and General Manager of 
Eastern Lines of the Company, states it was not possible 
to do all the work that they would have liked due to 
shortage of labour, and he saysi- '.. . due to the 
curtailment in the first half of the year and the 
manpower shortage, which persisted throughout the year 
the maintenance program for the Canadian Pacific is and 
Will be less for the year 1947 than I consider to be 
a proper standard’. (neceed, Vol; 780; page 15238). 
It may be mentioned that Canadian National 
Railways have performed the maintenance necessary for 
the traffic level in 1947; and also were able to draw 
upon the deferred maintenance reserve to pick up some 
of the maintenatice postponed from other years. 
As to maintenance of equipment, the same 
arguments were advanced by the respondents as to the 
level of this item of expense for the year 1947. 
The estimated total for the Canadian Pacific is 
$61,727,000, or 4.27 per cent above 1946. The 
Canadian National, on the other hand, estimates an 
amount of $71,822,000, or 11.26 per cent above 1946. 

+ should be mentioned that the amount of $71,822,000 
is after crediting maintenance of equipment with 
$7,500,000 taken from the deferred maintenance 
reserve. The Canadian Pacific, however, as pre- 
viously mentioned, has not as yet drawn upon the 
deferred maintenance reserve: 

I set out hereunder a table showing the total 


amount spent by the Canadian National Railways and 
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the Canadian Pacific Railway Company for repairs 


alone for the years 1939 to 1946 inclusive: 


Equipment Repairs 


Canadian National Canadian iacific 
a 


uw 
1 


1939 27,158,000 19,176,000 
1940 29,149,000 21,077,000 
1941 33,123,000 26,116,000 
1942 315245; 000 29,049,000 
1943 40,289,000 32,617,000 
1944 46,543,000 38,510,000 
1945 46,189,000 39,624,000 
1946 49,499,000 39,339,000 


"It will be noted that if the credit from 
deferred maintenance reserve of $6,000,000 in 1946 
had not been used by the Canadian National, its 
Level of equipment repairs would. have peen 
$55,500,000, or approximately double the 1939 level, 
whereas the Canadian Pacific, without any credit from 
dererred maintenance reserve reached the sane 
relative 100 per cent increase in 1946 over the 
year 1939." 
MR. SHEPARD: Would you proceed please, Mr. Moffat? 
A. On the second page of this chapter, there is a 
table giving C.P.R. maintenance expenses from 1936 to 
the present to give some perspective as to what has been 
happening to them and as to the size of the items that 
are involved. The significant point is the tremendous 
increase year by year in the period with the result that 
by 1948 the maintenance expenses amounted to $112,000,000 
compared with something under $35,000,000 in the preston 
years, 


COMMISSIONER ANGUS: Do the expenses for the earlier years 
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include what is’ called "Deferred Maintenance"? 

A. No, I do not believe there were any deferred 
maintenance charges in any of those earlier years. There 
were some in 1947, I think. I can't answer thet precisely 
sir. We can get it for you or may Rone of the C.P.R. 
people could answer it. 

MR. EVANS: I am afraid I did not hear that. 

A. The Commissioner asked whether this table included 
eny deferred maintenance charges, but as I recall it, it 
was only 1947, but I am not sure. 

Q. Well, there were charges for deferred meintenance 
in some of those years but whether these particular figures 
include them or not I do not know. 

A, Well, those particular figures, the footnote 
goes on there "The total of roadway maintenance and rolling 
stock maintenance less the depreciation or retirals items". 

COMMISSIONER ANGUS: The point of my question is, if 
in any of those years therewere deferred charges which were 
in addition to these figures, the increase would not be as 
great es it appears to be from these figures? 

he Snoo Ls Correct. 

Q. Can you clear that up? 

A. I can perhaps clear it up; we cannot give you the 
answer right now. 

MR. SHEPARD: We will give you the answer after lunch, 
Dr. Angus. 

MR. EVANS: I can give you this now. I have just been 
informed that in the years 1941 to 1945 inclusive, there are 
amounts in those figures for current charges for maintenance 
not then done but deferred. 

A. Theat Te Tot) tov lors ris “it? 

MR, McLEAN: $28.5 million I think. 

MR. EVANS: I don't think there was that much. 
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MR. SHEPARD: Will you continue, Mr. Moffat please? 

A. Well, the brief then continues to point out that 
the question that automatically arises in connection with 
this is first "To what extent ate these increases due to 
increased wage rates and higher materiel prices for 
materials used in the maintenance work?" And secondly: 

"To whot extent are the increases mode necessary by 
higher traffic volume?" There was a long discussion of 
those points in both the 30% Cuse and the 20% Case, 

The conclusion reached by the Manitoba technical staff 
was that the level of the 1947 maintenance expenditures 
(this was in the 30% ease) estimated by the C.P.R., 
represented an increase of some $30,000,000 above the 
1939 level of the maintenance even if full allowance had 
been made for increases in wages and materials and for 
heavier expenses because of higher traffic volume, 

In regard to the 20% application, it was the conclusion 
of the Manitoba technical staff that the estimated increase 
over 1939 was sufficient to take care of increases in 
woges, materials prices, and traffic and leave some 
$21,000,000 which could not be accounted for in that way, 
In reply the Canadian Pacific Railway used two lines of 
argument. In the first place it contended that the pro- 
portion of operating expenses which varied with the traffic 
was much greater than that used in provincial calculations. 
iin the second place, it contended that whether Cee the 
present standard of maintenance was higher than Af 1939 was 
irrevelant anyway, since in the view : of railway operation 
officials the present standard of maintenance was lower 
than that which they considered proper, 

We then state in the middle of page 4 of this chapter 
our opinion that the problems could be settled in this way, 


and that there are two aspects of it - (1) an effectual 
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attempt to determine what edditional maintenance expenditures 
are made necessary by 3 given increase in practice and 
a policy one, to decide whether the standard of maintenance 
is to be the same as or higher than or lower than some 
specified period in the past. 

THE CHAIRMAN: You call that a policy problem or a 


policy aspect of the problem? 


fe. Vee, 
Q. "To decide whether the standard of maintenance is 
to be the same as or higher than or lower than - ", Now 


who is to decide that? 

A. Well, our proposal is that the Board of Transport 
Commissioners should have the suthority to say that if a 
given standard of service cannot be provided at the existing 
level of rates and if there is an application for an increase 
in rates, then the Board should have the right to say; "phat 
standard of service is not one which is necessary to be 
provided in this country. We will not give a rate increase 
ar cack 105, 

@. Has the Board that power now? 

A. Well, agein I am not too sure, although there is 
some indication. In the last judgment, the 8% Case, there 
is some reference to that question which seems to indicate 
thet the present Board thinks they have but I see Mr. 
Shepard has the reference, 

MR. SHEPARD: It is a reference, Mr. Chairman, to page 
11 of the printed form and this dealt with maintenance 
costs end deferred maintenance and the Chief Commissioner 
in his judgment says this:" 

"On the hearing of this application the applicants 

restated end brought up to date their evidence and 

exhibits with reference to maintenance costs. Il 


think thet these maintenance costs will require 
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further study before any decision can be given, 

even assuming that the requirements of the 

Canadian Pacific Railway are to be accepted as 

the yardstick for a further increase in freight 

rates", 

So the Boord is epparently giving further study to 
the matter, but this judgment does not assist in answering 
your question too much which, if I understood it right, 
was "Hass the Board power to make policies with regard to 
this subject?” 

MR. EVANS: I would have thought that what the Board 
was referring to there was not the standard of maintenance 
but the question of whether it is excessive or not, 

MR. SHEPARD: That is what we consider to be the 
standard. 

COMMISSIONER ANGUS: If a rate case comes up, are 
you contemplating that the Board could give a directive 
as to what should be done in the next few years on the 
point of maintenance, or that it should disallow something 
that had been done in the past in the way of maintenance? 

A. Neither one sir, but they could say: "We think 
that in the interests of the country, freight rates 
should not go above a certain level", and if the railways 
cannot maintain this standard of service with that amount 
of revenue, then the railways will have to worry about LOY 
They would pe saying: “Freight rates will not be increased 
in order to provide a certain standard of service", but 
no directives a8 to what the railway should do about the 
standard of maintenance, but it would not be passed, any 

form of higher freight rate, unless the Board approves. 

Q. And that would really affect the future rather 


then the past? 
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A. Or it might be that the railways-by one form or 
another of improvemenffinancially and that sort of thing, 
could go ahead and get their standard up ot the existing 
level of freight rates, but the thing we are afraid of is 
having this Board put in the position of automatically being 
faced with a certain programme of maintenance and improve- 
ments and then being told: "This is what this is going to 
cost", checking the cost, finishing their investigation, 
deciding it is going to cost a certain amount, and raising 
the freight rates accordingly, 

THE CHAIRMAN: Is the Board in that position today? 

A, Theat is a question we are not too sure of, There 
has been some evidence of it. We go on immediately then 
to quote the decision in the 30% Gase on the question of 
maintenance and certainly in thet case they accepted the 
reilwoys figures, and the railways estimates, 

MR. O'DONNELL: After © checking them, 

A. As to the extent of the checking, that is something 
we are not able to know, 

THE CHAIRMAN: I did not understand that. 

MR. O'DONNELL: After checking them and following consider- 
able argument as to whether they were proper or correct for 
days on end. 

THE CHAIRMAN: Do you meen, Mr. O'Donnell, that the Board 
is not compelled to adopt these figures? 

MR, O'DONNELL: Thoet is my view, my lord. The Board 
have a right to increase those figures and my friend 
eeitibites them for doing so, The Board has the right to 
go into those figures. 

MR. McLEAN: The Governor-in-Council asked for a 
review. 

THE CHAIRMAN: YOu sey leter on: "They failed to deal 


adequately with the problem"? 
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A. There is a lengthly quotation in there. In the 
printed copy unfortunetely it does not all appear in 
italics. It is a much longer quotation than appears if 
you simply look at the italics in the printed copy. 

MR. SHEPARD: I might clear that up Mr. Chairmen. 
The quotation in the printed copy starts on page 92 about 
the middle of the page with the actual quotation and then 
it unquotes after two paragraphs. Actually the quotation 
Should carry through the whole of 92, 93 and down to the 
last paragraph of 94 beginning: "Following this discussion 
of the question of maintenance charges - " 

THE CHAIRMAN: All this is really quoted? 

MR. SHEPARD: It. is.all,quotation. 

THE CHAIRMAN: It is se misprint? 

MR. eHEPARD!.,, Yes. 

THE CHAIRMAN: Yes, I notice because it says "I might 
be wrong - " 

MR. SHEPARD: It is from the majority judgment in the 
30% Case. 

THE CHAIRMAN: It goes right down to the bottom of 
pege 94 excepting the last paragraph? 

MRi SHEPARD: Yes vsir. Will you..continue. Mr, Mofiat, 
please? 

A. Beginning to read again just at the conclusion of 
that lengthly quotation - Following this discussion of the 
question of maintenance charges the Judgment turns to the 
question of depreciation and at the conclusion of the 
depreciation discussion it presents an "Estimate of Railway 
Operating Income". In that calculation the maintenance 
expense estimates as presented by the C.P.R. were accepted 
exactly as presented. The only adjustment which in any 
way related to this question was the disallowance of an 


amount which was charged by the C.P.R, to the maintenance 
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accounts and credited to deferred maintenance reserve in 

the closing months of 1947. In regard to the amounts charged 
as expenditures for physical maintenance, the Board accepted 
railway figures with no indication of any study beyond that 
outlined in the above quotations. 

In the view of the Manitoba Government that is not 
satisfactory. On an issue of such vital importance, the 
Board should not reject a yardstick simply because " Both 
railweys have indicated to the Bosrd that no index of 
cost of materials and wages is available for each of the 
years between 1939 and 1947." (That is the end of the 
quotation from the Judgment). The basic data is in the 
records of the companies and we are informed that it would 
be a relatively simple statistical problem to prepare such 
indexes if that date were available. In fact, in the 
20% case both railways were able to construct and present 
such indexes for 194, 1947 and 1948. Obviously the Board 
should secure whatever data it considers necessary to a 
decision on any point end particularly on a point of this 
magnitude. 


Suggested Studies by Commission on Maintenance Practices, 


Our major submission on this question of maintenance 
expenditures is more fundamental however. It is the view 
of the Manitoba Government that your Commission should under- 
take studies to deal with both the factual and the policy 
making aspect of this matter. 

THE CHAIRMAN: What do you imply there? 

A. This is a request that your Commission should study - 

Q. You are deYoting us to a studious life, I think. 

A. This is the first time that there has been an item 
mentioned in here in which we have requested a study by the 
Commission. That particular study was requested and the 


list of studies was presented by the province sometime early 
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last spring. I cannot quote the exact date of the letter, 
tt is our view that these studies should be approached 
from the viewpoint of en attempt to discover what maintensnce 
expenditures sre "Desirable and necessary in the interests 
of C.nada as a whole," and should not be confined to on 
historical enalysis of what the railways have done in the 
past in following out the practice of providing large sums 
for maintenance in years of good revenue, and reducing 
maintenance materially in years when revenue ig smaller. In 
our view a study of fluctuations in maintenance costs from 
one year to the next, or from year to year over 6 period, 
is likely to reflect the fact that railway management in the 
managerial 
exercise of its proper ' functions causes maintenance 
expenditures to be related quite closely to fluctuations in 
railway revenue and therefore to fluctustions in railway 
traffic. It is therefore our view that attention should be 
directed to the experience over s number of years with a 
view to deciding whether the standard of maintenance in 
effect during that period is such thet it offers a 
Satisfactory railway service to the people of Canada, 
Once such a study has been made; attention should be 
directed to the preparation of methods for estimating the 
nature and amount of any sadditionel maintenance which may 
be necessary because of chemees! din tthe volume or character 
of railwey traffic, or which may be desirable in an 
effort to improve the standard of railway service available 
in Canada, 

Such a study wouldobviously not be limited to overall 
totals of the type which formed the basis for much of the 
discussion in the rates cases, nor would it be directed 
to dollar cost experience only. Attention would have to be 


directed to specific aspects of maintenance and to both 
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engineering and cost experience in those Bpecilic items. 
In other words the studies would require the combined 
efforts of persons well qualified by training and experience 
in the engineering of railway construction and maintenance, 
and of persons equally qualified in accounting and 
financial matters. Our technical staff has not succeeded 
in developing a completely satisfactory basis for such 
a study, but it seems clear that in addition to the ‘type 
of analysis presented above the factual study would 
require a considerable amount of engineering data and 
physical data. Consideration would have to be given to 
such things as engineering oppraisals of the condition 
of the road, records of the number of ties laid, records 
of the number of pounds of new and re-lay rail placed, 
etc. In addition a study of major rebuilding projects 
would be whvolved for the purpose of determining the 
proportion of their cost which should be charged to 
current maintenance and the proportion which should be 
capitalized. The experience of other railway companies' 
operations in somewhat similar circumstances, would have 
to be studied as well. The policy study would involve 
a consideration of the results of the factual study in 
the light of factors of the type which have been discussed 
in the section headed "The Standard of Transportation 
Service", 

COMMISSIONER INNIS: You have made no estimate of 
what that would cost? 

A No, we! have not, excePt “in these items that 
Show that what is involved here is something in the nature 
of $20,000,000 to $25,000,000 a year. That is the difference 
between the railways' submission and ours. Now, how much 
it would cost to get a proper study of what the answer 
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COMMISSIONER ANGUS: Have you made any estimate 
of the time involved? 

.A. No, it would be very considerable, I agree, 

Q. What was called yesterdey "An in terrorem 
argument" ? 

A. Yes sir, 

MR. SHEPARD: Turning now to Chapter V1l, Mr. 
Moffat, if there sre no further questions from the 
Commission on that I think, Mr, Chairman, I might 
first read another paragraph from the foreword of the 
printed copy which summarizes in sbout two sentences the 
intent of chapter Vll. It is on page 7 of the fore- 
word end it reads: 

"Chapter V1l deals with the financial position of the 

’ Company and the methods of paying for improvements 
in railway facilities, The contention is thet in 
these matters the primary objective should be 

to secure the money to pay for improvements at 

the least possible cost to those who must pey 

for the service, and that consequently, it may 

be necessary to consider the advisability of 

inaugurating certain practices which sare not 

available to private corporations generally," 

THE CHAIRMAN: That is not in the printed copy? 

MR. SHEPARD: It is' on pege 7 of the printed copy in 
the foreword, 

THE CHAIRMAN: Yes, I have it now. 

MR, SHEPARD: Now, Mr, Moffat, I understand that it 
is your intention to read this Chapter which is relatively 
brief, Have you any comments to make on the first pert 
before you start to read? 

A. The only point thet is meade in the Estimating 


Revenue Section is ©ssentiolly the same point made at 
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several other places through the brief, that on these 
things, it is essential that the administrative board 

make its own estimates and not depend on estimates 
presented by any interested party on either side, and there 
is the example presented there of what happened in the 

case of the revenue estimates in the 30% Case, 

I might go back just briefly to relate this to the 
preceding. section. The organization of the brief has been 
to say that there should be a study of expenses and to 
deal with two or three particular points within "expenses", 
then to give this very brief note on revenue and to 
Suggest that the Board should then look at the expenditures 
which it finds to be necessary and the revenue which is in 
prospect and to see what the net revenue position looks 
Like, 

Chapter V11l 
Financial Position of the Company 

We have already stated at some length, our view that 
the people of Canada must either through rates or some 
other means, pay the cost of providing Csnaeda with railway 
service, It follows therefore that once the Board of 
Transport Commissioners has reached its decision on the 
various operating cost items, the next step is to calculate 
the total prospective revenue which it foresees for the 
railway company and to discover whether there will be 
sufficient revenue to cover operating costs and leave some 
net revenue available for the use of the corporation, 

Estimating Revenue 

Our view with respect to the preparation of estimates 
of revenue can be stated very simply. It is that the 
Board should prepare that estimate from the best data 
which is available to it from the railways and from other 


sources. One of the important elements in the preparation 
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of such 2 revenue estimate is the forming of judgments 
aS to the probable volume of traffie which will be 
available to the railways from the various industries. 
It therefore seems to us that in preparing revenue 
estimates it will be found thet many non-railway sources 
such as trade associations, the Dominion Buresu of 
Statistics, the Department of Trade ond Commerce, certain 
crop forecasting organizations, etc., will provide 
information which is more pertinent thgn that from 
railway sources. In this connection we need merely point 
out that in the 30% Case C.P.R, witnesses estimated that 
1947 railway operating revenues would be $7 million less 
then in 1946. The figure estimated for 1947 was $285.4 
million. The ectusl result,however, was not 5 decrease 
of $7 million; rather it was an increase of over $26 
million to a 1947 operating ervenue of $318.6 million. 
In other words C.P.R. witnesses underestimated C.P.R. 
revenue by $33.2 million or by more than 11.6%. On the 
other hand the provincial estimate of $317 million was 
within one-half of one percent of the sctual figure. 
Net Revenue 

Any decision as to the amount of net revenue to be 
made available to the Company in excess of current 
operating expenses and any related question of return to 
the owners of the company, involve considerstions of 
extreme complexity. In our view these considerations 
are So closely related to the Conditions “which exist at 
the time - 

THE CHAIRMAN: You think those interests would coin- 
cide on all occasions? 

A. No, not necessarily st all. sir, In the great 
majority of cases I would think the difference between 


them would not be too great but the Board will be in the 
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position of a referee in some cases, There is no question 
of that. 

COMMISSIONER ANGUS: Just in a general way are you 
contemplating frequent reviews and small changes or 
relatively infrequent reviews of freight rates and 
changes of the order of 20% or 25%? 

A, Relatively infrequent, I would say, unless we 
continue to take the period as we have had in the last 
three or four years when price levels and the whole standard 
of economic activity in the world has been affecting us 
very, Very rapidly: 

THE CHAIRMAN: Will somebody tell us how many times 
the freight rate structure has been reviewed by the Board 
Since its inception? 

MR. EVANS: There was the first general review of 
freight rates in 1914 to 1916. Thet was the Western 
Rotes Case. There were, of course, s nimber of other 
decisions prior to thet, the International Rates Case, 
the Pacific Coast Cities Case, Phe first general review 
ot structure releted to half of Canada and was the 
Western Rates Case, 1914, 1916, and then in 1916, I 
think, there was the Eastern Retes Case which reviewed 
in respect of the East that which had been reviewed in 
respect of the west in the prior case. Then the process 
of review was, I should say, more or less continuous 
between 1917 when the first increase in rates was applied 
in) Uno = 

THE CHAIRMAN: 1917 was the year of the first spplication 
for an increase in freight rates? 

MR. EVANS: Yes sir. 

MR. Q'DONNELL: 15%. 

MR. EVANS: As a result of that increase and one . 
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that took place in 1918, many of these same questions 

as to the level of rates east and west began to receive 

Some prominence and after the increase was awarded in 

1920 the Board began e series of hearings which culminated 
in the restoration of the lower rates but there were 

considerations of a more or less general natare in these 


cases. 


(Page 8650 follows) 
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In between that period and 1925 there were also 
a large number of cases, but the next general investigation 
into the structure was in 1925. The investigation then 
lasted about two years. But substantially, I was going to 
suggest to you, sir, that there was an almost continuous 
review of this structure, beginning about 1914 and ending 
in 1927. There was 4 page 

THE CHAIRMAN: Then after 1927 what occurred? 

MR EVANS: There has been no general review 
Since that time. There have been a large number of indi- 
vidual cases, of course. 

THE CHAIRMAN: Up to these last cases. 

MR EVANS: No, sir, no general review. 

MR McLEAN: I think that is an under-statement. 
There has been no review of other than individual rates 
since 1927. 

MR EVANS: I did not mean to convey anything 
else. There have been a number of individual cases, but 
no general review. 

THE CHATRMAN:Q.Now, you were saying, Mr. Moffat 
-- would you please repeat what you were saying? 

A. The point was,with regard to the question of the 
net revenue it seemed advisable--- 
Q. Yow said: 

"In our view these considerations are so closely 
related to the conditions which exist at the time 
when the decisions are being taken, that they should 
be assessed anew each time the Board reviews the 
level of freight rates," 

A, That is correct; although from the review that 
Mr. Evans just gave, you will notice that there are two 
periods in which there was what you might call a rash of 


these investigations. It was at the end of the last war 
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and at the end of this war. They related to the period 
when you have a fairly rapid change in price levels 

and In wage levels and all that goes with it, and a period 
of inactivity in between. 

MR O'DONNELL: I think it might be well, my lord, 
to draw the attention of the Commission to this: on my 
understanding at least, the Board of Transport Commis- 
Sioners has a continuing review and continuing control 
of these matters, and even in this 20% case the Commis- 
Sioners will see at page 68 there appears the following 
proviso: 

"The railway companies subject to the jurisdic- 


\ 


tion of the Board will be PaGaTed teen cone ite to 
furnish to the Board monthly statements of their 
operating revenues, operating expenses and operating 
income and should the Board, at any time, be of 
opinion that a greater amount of money is being paid 
to the railway companies than is actually necessary 
to enable them to maintain a reasonable degree of 
operating efficiency, the Board reserves the right, 
at any time, on notice, to readjust the rates to meet 
the conditions then existing. On the other hand, 
Should the amount of advance in rates authorized 
prove to be insufficient, the railways can always 
apply again. The Board will remain seized of these 
proceedings." 

Detailed monthly reports are made, and have been made, as 

I understand it, right through the years, even from 1920, 

when that similar provision was put in the judgment 

according the 40% increase, 

COMMISSIONER ANGUS: Q. Mr. Moffat, do I 


understand that the Board has made tentative arrange- 
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ments, and that your recommendation is contemplating 
what would happen in the case of more or less hard and 
fast arrangements intended to last for some time? 

A. I am afraid I do not quite see what you are 
UPLVINne 2c, sir: 

Q. I understood Mr. O'Donnell's remarks as meaning 
that the present arrangement regarding the level of 
freight rates was subject to continuous review, to be 
rectified if it were either too high or too Low, that 16 
was a tentative arrangement to see how it worked, and I am 
asking if the sentence that we have just read, about 
assessing anew the probable earnings of the railway each 
time the Board reviews the level of freight rates, is con- 
templating reviews by the Board at more infrequent inter- 
vals, that a more or less hard and fast decision is 
hoped or expected to last for some time? 

Re NO, Ido not think soy sir.” I’ think the -fipet 
point I would like to mention is that this arrangement 
that Mr. O'Donnell has mentioned is to some extent a 
paper arrangement. They have the information coming in--- 

MR O'DONNELL: It goes in regularly every month. 

THE WITNESS: It comes in every month, but 
nothing has been done under it except the cases that Mr. 
Evans mentions. 

MR EVANS: Yes; the only other--- 

THE WITNESS: So that you have this long period 
when nothing was done, although the paper was coming in, 
and they were looking over and reviewing the information. 

THE CHAIRMAN: You are not agreeing on the mean- 
ing of the word "review", I think. 

MR EVANS: I do not think there should be any 
misunderstanding of this, that at the culmination of the 


increases that took place after the last war the Board of 
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its own motion in two successive years made reductions in 
rates under that same continuous review. Now the sugges- 
tion, I suppose, is that somehow they have failed to do it 
this time, but there is no evidence of that at all, 

THE WITNESS: No, there was no suggestion intended 
in this to that effect. 

THE CHAIRMAN: Q. Well, for instance, there is 
an Order in Council extant now directing the Board to 
equalize freight rates in Canada. 

As Yes, 

Q. Do you think that this should be a guidance to the 
Board, what you say here under the words "Net Revenue", in 
éarrying out that task? 

A. If in making that review they come to the conclu- 
Sion that rates should be changed in various areas, it 
certainly will be incumbent on them to come to some con- 
clusion as to whether the amount of money that will be 
available from the new rates will be sufficient to cover 
operating expenses, and what they consider to be a satis- 
factory net revenue, which means they will have to reach 
Some decision as to what is a Satisfactory net revenue at 
the time, yes. 

Q. Now they are directed to equalize, and you say 
that "its decision should be based on the best interests 
both of the people of Canada and of the railways‘? 

Ae Y@S 

Q. And they would not necessarily be coincident; 
there may be a difference between them? 

A. Yes, there may be a difference on occasion, and 
in a good many cases they will probably be the same. 

Q@. Yes, but the Act says that there must be equality 
of treatment among shippers and localities and so forth? 


A. There are two different problems there, There is 
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the question of equality between areas which can be put 
in, and quite a separate problem of what level the equality 
is going to be established at. You could equalize east 
and west ten per cent lower or ten per cent higher. You 
have got two separate problems. You can bring about 
equality per se without too much regard to net revenue, 
but that inevitably puts you into the question of how much 
revenue the railways are going to get from their resulting 
rates, which then throws you into net revenue; but the 
only directive that is before the Board as far as this 
general investigation is concerned is equality between 
regions. 

MR EVANS: Oh, no. The Order in Council makes it 
quite clear that it is to be a general investigation. 

THE CHAIRMAN: I beg your pardon? 

MR EVANS: The Order in Council makes it quite 
clear that there is to be a general investigation of the 
freight rates structure. 

THE CHAIRMAN: But you must take it as it is; 
it is a direction to the Board to establish equalization 
of freight rates. 

MR EVANS: That is one thing. 

THE CHAIRMAN: That is the thing. Of course, 
the Board will do its own interpreting of the Order, but 
I am just saying that. You see,whatever the Board does 
is with a view to the establishment of a fair and reason- 
able rates structure which will, under substantially simi- 
lar circumstances and conditions, be equal in its applica- 
tion to all persons and hocalities. That is what section 
Sa4.callsaefor,, is bnot? 

MR EVANS: That is true; but my submission would 
be, sir, that all branches of the rates structure are in- 


volved in that, and not merely equalization. 
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THE CHAIRMAN: That is for the Board itself to 
determine. 

MR EVANS: Quite so, 

THE CHAIRMAN: I am just saying what the Order 
in Council--- 

MR O'DONNELL: It goes on, too, my lord, 

THE CHAIRMAN: The result that the Government 
wish as expressed in this Order in Council is the equal- 
igation of frelenv rates: 

MR EVANS: That is one of the things--- 

THE CHATRMAN: “That is the result, I say. 

MR EVANS: I say further, sir; with respect, 
for example, when you come to look at P.C. 4678, which 
was the Order in Council issued in the fall of 1948, after 
the appeal, there is a réererence toa’ complaint with re- 
Bara, vO NoPpezZOnvas increases «,” and that Order in Couned) 
goes on to point out that the matter of horizontal in- 
creases has already been made the subject of a reference 
to the Board under 1487, which is the Order in Council 
we are now discussing; so that my submission will be that, 
although--~- 

THE CHAIRMAN: I suppose in arriving at an equal- 
ization of rates the matter of a horizontal’ increase or a 
horizontal decrease would naturally come up, would it not? 

MR EVANS: Well, as long as we understand each 
other. 

THE CHAIRMAN: Whatever other factor is necessary 
to bring about the result of equality. I am not here to 
define what that includes; what I am concerned with now is 
this, that the direction to the Board 18 to establish the 
equalization of rates. 

MR O'DONNELL: So as to permit, my lord -- then 


the Order goes on, "So as to permit the freest possible 
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interchange", and those other words. 

THE CHAIRMAN: I know, that is the hope: Appar- 
ently the expectation is that when you have perfect equal- 
ization of rates among shippers and localities, then you 
will have what the rest of the Order in Council goes on to 
say, a condition of perfection. 

Where is that reference, Mr. Evans? 

MR EVANS: P.C. 4678, 

THE CHAIRMAN: Order in Council 4678? 

MR EVANS: Yes. 

MR O'DONNELL: The second page. 

MR EVANS: I could read the section if you like, 
sir. You will recall that that Order in Council first 
lists the grounds of complaint set forth in the petition 
of the provinces, and in the second paragraph following 
that recital there is this observation: 

"The Committee observe that one of the represent- 

ations made by the petitioming governments is that a 
horizontal or flat percentage increase of 213 in all 
freight rates disregards and accentuates existing 
disparities in the freight rate structure, and that 
this had already been the subject of a direction to 
the Board, as set out in Order in Council P. C, 1487 
of April 7, 1948, inwhich the Board was directed to 
make a thorough investigation of the rates structure 
of railways and railway companies which are under the 
Jurisdiction of Parliament with a view to the estab- 
lishment of a fair and reasonable rates structure 
which will, under substantially similar circumstances 
and conditions, be equal. in its application: to all 
persons and localities, subject to such special 
statutory provisions as affect freight rates.” 


THE CHATRMAN: That is what I gay; it is an in- 
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vestigation which is to result in an equalization of 
freight rates between localities and persons. That is 
Peaeiio 4s) Len! ta Ce 

MR EVANS: I would not like to get at cross 
purposes with you, sir. Perhaps you and I mean the same 
thing, but my suggestion is that the words used refer to 
the discrimination section; that is to say, you never get 
equality perfectly until you get equality of circumstances 

and conditions, and I am merely saying that what in essence 
is to be investigated under that Order in Council is the 
reasonableness of the rates structure, and the question of 
equality is only one element that is involved, 
THE CHAIRMAN: Well, it is a very important one, 
because--- 
Mn EVANSS. Oh, quite 

THE CHAIRMAN: The direction to the Board is, 
“You must bring us back a structure which will be equal in 
its application to all persons and localities, subject to 
Such special statutory provisions as affect freight rates.” 
I suppose that excludes consideration of some of the 
things that we have been asked to deal with, like he 
Crows Nest Pass statute; is that right? 

MR EVANS: That is my view, yes. 

THE CHAIRMAN: But I say that what the Board is 
directed to do is to produce a structure which will be 
equal in its application to all persons and localities, 
Subject to these statutory provisions. 

MR EVANS: Yes, subject to the Similarity of the 
circumstances, 

THE CHAIRMAN: I think all this arose out of 
asking Mr. Moffat whether he thinks that in erecting such 
a structure of equality between localities and persons 


the considerations outlined in his brief are those that 
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Should guide the Board. 

THE WITNESS: And I think the answer I tried to 
give a few minutes ago was that they would probably not 
arise in respect of the actual carrying out of the Order 
itself, but that the Board would necessarily then have to 
consider the amount of revenue which wa S going to be 
available from the new rates structure which it would 
Otreev, and that in considering that it would have to take 
account of what the expenditures were, and then would be- 
come involved in these considerations. 

MR SHEPARD: Q. Mr, Moffat, I think you had got 
down to the heading "Financing Improvements"? 

A. No, not quite. I do not know whether it matters 
for the record, but I think we were two sentences before 
that. 

Q. Well, will you start to read where you left off? 

A. At each such review its decision Should be based 

on the best interests both of the people of Canada and 

of the railways at that time. For that purpose it 
would be necessary to take a great variety of factors 
into account, but we feel very strongly that no figure 
or mathematical formula should be established and 
rigidly applied in these matters. For this reason we 
do not deal with this Subject in any further detail in 
this brief, 

Q. Then the heading "Financing Improvements", 

A. There“is’ however, one important Subject which is 
related to the above question, upon which we feel that dis- 
cussions at the present time would be fruitful, This is the 
question of the arrangements which are to be made for 
financing future improvements in the Canadian railway system, 

The problem with which this section is concerned 


is that) of ‘the provision of funds to be used in paying for 
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improvements to the railway System. It is not the inten- 
tion to discuss here the methods by which the legitimacy 
or advisability of such expenditures should be tested, 
That matter has been dealt with in the section on the 
adequacy of the transportation service. The assumption 
here is simply that an expenditure for the purpose of 
improving the physical plant of the C.P.R, is desirable and 
acceptable to all concerned and that the problem is one of 
deciding what method shall be used to Supply the necessary 
funds. In view of the fact that such expenditures are, 

in the final analysis, borne by the freight payers of the 
country, they have a natural interest in ensuring that the 
burden be as small as possible. 

Q. Then the next section outlines the methods avail- 
able tocorporations generally, and I think you intended to 
deal with that in detail, 

A. Yes. This section is simply a review of the 
metheds which are available. It contains nothing par- 
ticularly new, except that it seemed to us imperative that 
in looking at this question we should have gathered toge- 
ther all the various methods which are available. Then 
towards the end of the chapter there are a few paragraphs 
devoted to some possible alternatives which might have to 
be considered if these methods will not be sufficient to 
finance the improvement programme that is being undertaken, 

METHODS AVAILABLE TO CORPORATIONS GENERALLY 

At least three methods of providing for the 
financing of improvements are available to the railway 
through channels which are open to corporations generally: 

(a) the sale of securities on the capital market. 

(pb) the pledging of specific assets as security for 

the money necessary to finance their acquisition; 


(c) the application of accumulated surplus; 


ea 


. : <n aes. ay . 
rm * 7 2 a a aan, be 
i i Rt. Jen @t I1.. tart aye Yana 


; a ry. + 
sis f rt ottiw vd ebrettsen oe ots 


chant: 
patna aef bLuorte tied thong ious ee aE 
s qoivsee sae of ti thas ¥) ‘aeisth 2 ant 


4 


HePemsoa OD .eotvise woken oqaaat cont a 
ares \ Sag? i : ia 
~' "to depend ot Not saci ibnegxe use Sort? quate Y -@rret 
Fi : F v4 thee 7 o 


a j A aod i.’ st y oie - 14 iv ? tT. do Zi K I : 3G M aa": PY it grtvongat 
=a} j a7 , yy ae 
= ; } a 
- yt AY, 4 SL a ct hi, \ ; 4 yin § Pe) it) 3 | is m pes ® sEdotase : a 
5 5 : ; pe i ? , i ie 7 ‘ mae . 
iétdedan wi vieaue ot Boer od Cestd tose ry a Bahhhon 
: , cs a / : ro a. le 
On agin abahe bbapexs ‘dibwe tadd tos ede 4 nsev, Cs Ete 
Dey om = at 4 f ; \ . ae! — ci . 
eo | TaN ‘7 4 < — ree 
adh eo. ateyse tiheten? silt UT) Sates, 4 ay acta ne tenit arte rh r 
p ; ni ; we ty a 
* rs > ie, < . d % VEN ‘ “ig i 
bs | . fe 7 = 
7 se) 


2 


PAS Mena wee teomatak Dots s Svea oii9 ignise 
7 - +. 5 : : i fh Ayres he - : 
RO a a ee 


on : s : i 
ar i’ a tas ae; i fe 
Bid ese ; . f Ua oA 
me me ao / 
“ ; hied “ey ent es 4 
= — be: fat vice wee 2 f ie .* r ae P ’ ‘ 
eae ae i: 4 JTS : } ap @ i SON iv ee of 
- 2 y ae a ; AS *, LG i 
: ee z = “ ep s ria) = 
’ ’ > : S P + , 4 ten eocicry 
¢ J yy 4 A ‘ hey % aq Aa Li ‘f 
* atic! ; 
+ ine a 
; : “ - 5 Ai al salle a 
ee . 3 iH OF a g2 iw 
: er rh | 
. a rt 
Hi . ; Pe . 2 we 
’ Pa h 7 y “4 A a ¥ f 
a LV u 4 \ ' a a ‘ ha oe oe ae er ey 
ay Ps = e 
1 a 7 1 ; 2 i 
rae OM on ce ce ue 
“ eae 
E _ . ‘ . vous. eee nl 
2 5 < es : Dy aN oa VIS TOL & pa 
oe 4 Be aoe i 
Cc ae * gate “ : y 4 Leia pera 
oT br ae ‘ - og 
» ~ ” ~~ - om d Sta 4. re =i . . Skt: 7 
is 1. rad : » es d ; ry 72 9 J 4 tad Pe a at : hint ' 
& = ap aN : os . F : 
th a a amy - oh ’ 
oe poy a oar ae ST: ; wo 2 oh ett i a 
"3 H 2 Fad ; ~ * ul ) os <r 
2  erecs ae all og > gp fee A ony 2 ist a4 oF ry “* tnt “his ~ fu we iw ; ae : 
am ee VV SO, whe wate ee ila ee al SE OR, iu G24) 4 ~~ 
. ce | ae aed oe ns bie ve = 
: \ . ae = one aha! fe ‘ : i od t et 
7 * Uy Coane : we ' 
, ts ns gts ae, 5 
ae By, : , ae Pa hep se ee , Paine Lg ft _ ate 
&i8FG4 et. ha io Yom + Re © ey Gay SAbeewn Cite Wily wel , Stk Z f. ee ee ‘ 
bent . - ‘ ~ at ™ i 
‘ . ! i “4 is) a Ee 
te *, + a3 ‘hh 
* ne at 7 5 5 ~ ct 
oa * * * ; if 3 - ey 
ast \ cane, ba : a a : ea 4 oA ¥ ’ M it aa, ol 
A = a ’ ’ ‘ 
r oa eee ; a ee Us a 


st fox eS f tagoo pe « 
on " er ys 2 oe : ae 


afi x. ) y eL v : fi uf hcty Zz i" vil oc J 7 = 3; ve yy OT nae ad panantt 


4% . ¢ : oa ot . £3 | - 
7 “« ene era nh et a py nm eS to te F OT roe ew 7 fs 
. » cw \ Chis a Can Vi. Okie Aa CAL Hd ath 


yowiier oct of efdnihaye- sae eraneroree: 


x9 wo 


« . oy 


3 “i Seflens off aba pfs oe 40 ‘éhek od (8) 


. ’ Natle 


a oe bene ae ars a: 


Saxe a 


rhe re 


. tis = wii ae 7 


- 8660 - Mr. Moffat 


The adoption of renewal accounting would achieve 
a Similar result because while renewal accounting does not 
provide funds for new capital expenditure, nevertheless, in 
times of rising Capital costs it does have the effect of 
reducing the capital monies required. A simple illustration 
will suffice to explain what we mean. 

Suppose that the railway needed two new Stations, 
one to replace an old station due for retirement and one 
Hr expansion. Also Suppose that the old station had cost 
$1 million and that the new stations which are comparable 
physically, will cost $2 million each, Under renewal ac- 
counting the new cost of the replacement for the old station 
($2 million) is chargeable to current operations Ceres Sire 
user) immediately and the remaining $2 million for the new 
Station must be financed by the corporation. Under depre- 
ciation accounting, however, the corporation must bear not 
Only the cost of the new Station but the additional cost of 
the replacement for the old Station, or $3 million, 

As a result a change of certain road items from 
depreciation accounting to renewal accounting as suggested 
in Chapter IV, would reduce accordingly the amount of money. 
needed by the C.P.R, for Capital purposes and would conse-= 
quently assist in the financing of its improvements, 

Once again the fundamental criterion to be applied 
in deciding as to which course should be adopted, must be 
that of securing the objective in mind with the Least ‘pog= 
Sible cost to the users of the service, and the least pos- 
Sible cost and inconvenience to the company. It is therefore 
our view that all four of the above methods and any other 
methods which may be bossible, should be used to the extent 
that they can contribute to that objective, 

The traditional method of raising capital and the 
method which has been used most extensively by the C.P.R. is 
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that of the Sale of securities on the capital market. 
This method has the great advantage that it clearly alas 
tinguishes the amounts secured in that way from the amounts 
secured from the users of the service. This is of great 
assistance to the Board in its efforts to establish a line 
of demarcation between money contributed by the owners of the 
corporation and money contributed by the users of the 
service. This method has the further advantage that it does 
not call upon the users of the service to meet any -€osts 
arising out of the financing until after the equipment is in 
use. 

But there are certain undesirable features involved 
in the Sale of securities in the capital market, especially 
if viewed with a concern for the freight payers! interests. 
These features are partly the result of developments in the 
transportation industry and partly the result of the nature 
of the capital market itself. The investing public no 
longer considers the field of railway bonds and stocks as 
attractive an investment opportunity as it once did, Rigntky: 
or wrongly, it appears that for reasons such as the en- 
croachment on the position of the railways by other 
carriers, the slowing down of the extensive development of 
this continent, the frequent bankruptcies of railway Serie 
panies in the U.S., and perhaps for other reasons as well, 
the public's appraisal of the future of railways is not too 
bright. The result is that a greater inducement is necessary 
to attract funds to the railway field. 

In addition, the unsteady and sometimes erratic 
movements of security prices over the last few decades hag 
had the effect of making it very dangerous to depend upon the 
ability of the railway company to secure a favorable market 
for its securities at the particular time when it may require 


funds for capital purposes. It is for this reason that we 
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Suggest that although this form of financing should be 
used wherever it is practicable, nevertheless some 
arrangement should be provided whereby the company and the 
users of the service will be protected against the high 
cost which would be incurred if relatively large sums 
Should have to be raised at a time when the capital market 
is particularly unfavourable. 

And there is a note in there, "(i.e. high interest 
rates)", which should have been taken out, Somebody has 
added it in as an example in the drafting. 

The reference there to "Some arrangement should be 
provided" is to the remainder of this chapter, which gives 
some other possible things to which we would like to draw 
attention, 

The second possible method of meeting thecost 
of improvements is that of issuing securities, backed by the 
pledging of a specific asset. This method has been used 
quite extensively by the C.P.R. in the form of equipment 
trust certificates under which a given piece of rolling 
stock is pledged to the creditor at the time it is con- 
structed. The certificates are then redeemed on a serial 
basis. This method is, in our view, qtiite sound and should 
be used to the greatest extent possible, particularly in 
respect to assets which offer good seaurity when pledgea 
in that way, namely in the case of moveable assets of the 
rolling stock type. 

It is obvious, of course, that this type of 
financing could not be used for all equipment, and that it 
mst merely form part of an overall plan which aise involves 
Longstiere bonds and other sources of ¢apital. Nevertheless, 
it is our view that equipment trust certificates should be 
used wherever they can be depended upon to provide funds 


at carrying charges which are lower than would otherwise be 
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required. In this connection it should be pointed out 
that in the 1948 Annual Report of the C.P.R., there are 
seven equipment trust series listed, amounting in total 

to about $78 million and that the interest rates vary from 
3% to as low as 13%. 

The third possible method of providing for the 
financing of future improvements is that of using accumu- 
lated surplus for that purpose, This method found favour 
with the Board of Transport Commissioners in its 21% 
Judgment, for in discussing the need for something over 
and above fixed charges and dividends the Judgment has 
this to say: 

"I think that a railway is entitled to a reason- 
able surplus over and above fixed charges and 
dividends. A railway company, .. . should have 
something in addition to ‘come and go on,' to provide 
for contingencies and to help equalize the result of 
poor years with good years. And to have something, 
if necessity arises, to put back into its railway 
operation undertaking for the improvement of the 
services which it is required to furnish." 

The Board then went on to point out that it considered the 
use of surplus money in this way, to be apart from 
'"major capital requirements." 
There are two basic objections to the use of 
accumulated surplus for the financing of future railway 
improvements. In the first place income transferred to 
surplus account has been subject to income tax. Conse- 
quently, if the railways are to have a certain sum made 
available to ee in that way it is obvious the amount 
which the user must pay will have to cover that sum plus 
the amount of those taxes. That additional sum for income 


tax is, at present tax rates, somewhat more than 50% 
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of the amount made available to the railways. The result 

is that if surplus is selected as the method of financing 

improvements, it is a very expensive method from the point 
of view of the users of railway service. 

The second objection to such a use of surplus is 
this. Not only does it mean that the users of the service 
are called upon to provide, in advance, the full amount of 
the capital requirements plus 50% more to be turned over to 
the Dominion Government in income tax, but it means also 
that the money so contributed to the railway is taken into 
the general treasury of the corporation and is likely to be 
treated in the future as money belonging to the owners of 
the company. In other words, the use of surplus in this way 
makes it very difficult to maintain the important segregation 
between money contributed by the owners and money contributed 
by the users. 

For these reasons, although the Government of 
Manitoba does not disagree with the principle which lies be- 
hind the quotation above, it does offer the opinion that the 
amount to be provided in that way should be very small. 
Certainly the allowance by the Board of Transport one 
Sioners of a surplus of over $15 million plus an additional 
$7.5 million for income tax on that surplus is very much in 
excess of the amount which should have been allowed. 

The three methods of financing which have been 
outlined above, are those which are available to any private 
or public corporation. We have expressed our views on each 
and our general suggestion is that each should be used to the 
greatest extent possible, consistent with the interests of 
Canada in avoiding the payment of capital charges so high as 
to suggest that some more radical approach to the problem 


should be tried. 
(Page 8670 follows) 
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AFTERNOON SESSION 


Tuesday, November 15, 1949. 


MR. SHEPARD: Mr. Chairman, I think we should 
perhaps clear up the question with Dr. Angus. 

THE CHAIRMAN: I beg vou? pardon? 

MR. SHEPARD: I thought we should perhaps clear 
up the question that Dr. Angus asked this morning Gealing 
with the question of deferred maintenance, as to whether 
Or not it was reflected in the total maintenance figure 


Shown on page 2 of Chapter VI of the mimeographed sub- 


mission. 
THE CHAIRMAN: Which table are you referring to? 
MR. SHEPARD: It 18 the first table under the 
heading “Maintenance Expenses in Recent Years”. 4s you 


recall, Dr. Angus’ question was: Did the total ih the 
right-hand column include deferred maintenance? 

COMMISSIONER ANGUS: Yes. 

MR. SHEPARD: And Mr. Moffat is prepared to 
answer that question. We have checked up over the noon 
hour. 

THE CHAIRMAN: Dr. Angus did answer it in 
perv, didn’t ne, All rignt, go on; Mpy Mefras ; 

THE WITNESS: The accountants in our group 
here have given me the totals over the noon hour. There 
was charged into those figures an amount for setting up 
in the deferred maintenance in 1941, 1942, 1943, 1944, 
1945 and 1947, and in 1948 there was a credit taken out 
of the deferred maintenance reserve and deducted from 
the current charge. The total amount over the entire 
period is $25,350,000. 

THE CHAIRMAN: Of deferred? 
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A. Deferred maintenance credited into the deferred 
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maintenance reserve. 
Over the twelve or thirteen years? 
A. Well, during -- 
MR. SHEPARD: Perhaps, Mr. Chairman, Mr. Moffat 
could read the figures taken in in each of the Voor Ty 


which they were taken in. Would you do that, please 


I 


Mey Morraty 

AY “194) 293.5 miiiion 
1942 - 3.75 million 
1943 ~ = 672" ‘million 
1944 - 6.5 million 
1945 = 5.25 million 
1946 - = A6bthtne 
LOE? Tate Oe emi lison 
1948 - a credit of 2.25 million. 


9. And each of those figures, Mr. Moffat, for 
deferred maintenance is included in the total shown in 
that table? 

A. That is correct. These figures shown in the 
table are the amounts charged to current operations in 
the year in question, either for physical work acvuatiy 
done on maintenance or for an amount set aside into the 
deferred maintenance reserve. The figures are taken from 
Exhibit 336, page 3. 

THE CHAIRMAN: What was the figure you gave 


to begin with, was it 25 million? 


St 
my 
1a) 


A. That is the total, accumulated total of 


whole thing. 


MR. O'DONNELL: It is. 25,350,000. 
THE. WITNESS: 25,350,000 .is the cumulative total. 
THE. CHATHRMAN: . f% would be 27, would.it not? 


A. No, here, you see, the credit was in the other 
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direction, the last one, the 1948 figure is the other 
way. They took out of the reserve into the contribution 
towards expenses. 

THE CHAIRMAN: Yes. 

MR. SHEPARD: Now, Mr. Moffat, would you turn 
back to Chapter VII, page 6. When we adjourned at noon 
you were about to start the section headed "Special 
Methods which might be considered". Would you proceed 
to deal with that Section now, please? 

THE CHAIRMAN: Pardon me a moment, what chapter? 

MR. SHEPARD: It is page 101 of the pranted 
submission. 

THE CHAIRMAN: All right. 

THE WITNESS: 

Special Methods which might be considered 

It may be suggested, however, that such great 
amounts of capital will be required by the Canadien vail- 
ways in the next few years that all of the above methods, 
even if used to the full, would still PrOVEe TOLbe 
inadequate and that therefore, the level of Canadian 
freight rates should be raised drastically to make ae 
Sible the sale of new capital securities in large volume 
on the capital markets of Canada and the United states. 
If such a suggestion is made, it is the view of the 
Manitoba Government that the proposed improvement program 
Should be subject to careful scrutiny by the Board of 
Transport Commissioners. The program may be highly 
desirable from the point of view of the railway company, 
but it may be so expensive that Canada would be better 
Served by a less elaborate and less expensive system 
which could be supported by a lower level of stipe ges 6 ge 
charges. If,on the other hand, the Board of Transport 


Commissioners should decide that the improvement program 
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is warranted in the long run interests of the country 
as a whole; and if, at the sane Gime, “1b Should be 
convinced that the methods of finance which have been 
outlined above, will not be sufficient to carry out the 
program, then it is the view of the Manitoba Government 
that serious consideration should be given to the pos- 
Sibility of developing other methods of Persine Capecal . 
THE CHAIRMAN: By the Board? 
A. By the Board, yes. 

It might be found that from the viewpoint of 
Canada as a whole the railways should be allowed or 
directed to meet their capital needs by methods which 
are not available to other corporations. It is our 
Submission that your Commission should consider this 
matter carefully and make recommendations upon it. We 
offer below a few suggestions which might be useful in 
that regard. It is not our intention that these should 
be looked upon as the only possibilities but they do seem 
to us to be suggestions which might be more desirable 
from the national point of view, if the alternative is 
a freight rate increase of such magnitude that it would 
be unsupportable by the people of Canada. 

Our first suggestion in this regard i168 that if 
the Board finds that an improved standard of service is 
desirable and that it cannot be financed in one of the 
above ways, then a fund for financing improvements m:ght 
be created by calling upon the users of the service to 
pay rates slightly higher than would be required to 
Support the existing standard of service. The additional 
revenue collected in that way might then be set aside in 
an improvement fund. The result would be to make 
available to the railways a fund which could be used 


for capital purposes without the necessity of going 
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outside the company and attempting to raise the money 
on the capital market. The Canadian railways will 
always have a substantial number of relatively small 
improvement projects to be undertaken year by year and 
it is our view that the provision of a fund for this 
purpose would not be inappropriate. 

THE CHAIRMAN: That is meant to be built up 
by the shippers? 

A. That is the suggestion, that that SOPrt Of thing 
might be found preferable to some other alternative 
that might be more expensive to the Shippers in the long 
run. 

COMMISSIONER ANGUS: Are you considering a 
Separate fund for each railway or a common fund for the 
two? 

A. Well, the very next sentence to some extent 
deals with that. 

We should point out at once that it is our 
view that if such a fund is to be provided, the Board 
of Transport Commissioners should take whatever Steps 
are necessary to satisfy itself that the improvements 
which are undertaken are not excessive and that the 
fund is actually used for improvement purposes. 

i am sorry, it is not that sentence. it is 
a little further down. 

THE CHAIRMAN: Read on, anyhow, and we will 
come tO 1%. 

MR. SHEPARD: Will you read on, Mr. Moffat? 

A. Furthermore, the records should be kept =n such 
away that it is always made clear that the money pro- 
vided in this way is credited to the users of the 
service, and not to the owners so that in future vate 


cases there will be no confusion on that point. We have 
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made no attempt to analyse all the implications of 

this suggestion but it is possible that by some arrange- 
ment such as this the railways might be provided with a 
dependable source of capital, while at the same time 

the annual charges against freight rates might be kept 
to a level substantially lower than would be necessary 
if all the necessary capital had to be raised on the 
capital market. 

It is that sentence I had in mind in answer 
to you, sir, that we are not attempting to develop this 
thing in any detail as to whether it would be one fund 
or two funds or how it could be handled. We merely put 
it out as a suggestion of the sort of thing that might 
be considered. We are not proposing that we would 
actively advocate that this should be done. We are 
Simply suggesting it is the sort of thing that someone 
may have to take into consideration if in the future e 
Situation arises where capital improvements are going to 
call for a freight rate increase of a substantial amount. 

THE CHAIRMAN: In any case it is a fund to 
provide an improved standard of service? 

A. Yes, in the situation where there is a Suggestion 
or a request that the railway could be given a substantial 
rate increase in order that they can finance improvements. 

Our second suggestion is that at some time in 
the future, some type of direct capital assistance by 
the Dominion Government might have to be considered. Such 
assistance might take the form of government guarantee 
of C.P.R. bonds or in more drastic circumstances, might 
take the form of direct government loans to the C.P.R. 

We are not so pessimistic as to believe that the need 


for either of these will arise in the immediate future, 


but we do feel that your Commission should so frame its 
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recommendations that, if at some time in the future an 
emergency of this sort should arise, the POssib: lity of 
direct government assistance would not be completely 
precluded. 

MR. SHEPARD: Q. Now turn to Chapter VIII. 

COMMISSIONER INNIS: Just before you start on 
that, I am sorry to go back, but you make very little 
reference here to the place of the Shareholders in the 
WiPeR Are they pretty well disregarded in that? 

A. The place of the shareholder is part of this 
general question of reasonable or adequate return. 
Certainly they are one factor to be considered but, as 
I explained this morning, it did not seem advisable to 
Suggest any particular method of deciding how much they 
Should get. There is no intention of saying that they 
Should not get something and that they should not get 
a reasonable amount, but the question is: What is 4 
reasonable amount and how is it to be decided? The Only 
concrete submission is that it should not be a PLSia 
formula that would apply too strictly. 

MR. SHEPARD: Before leaving that chapter, 
Mr. Moffat, under "Special Methods which might be con- 
Sidered" at the bottom of the top paragraph on page 7, 
which ends with the phrase, ". . .if the alternative is 
a freight rate increase of such magnitude that .t would 
be unsupportable by the people of Cenada" -- 

THE CHAIRMAN: Where is that, Mr. shepard, in 
the printed copy? 

MR. SHEPARD: In the printed copy -- 

THE WITNESS: Page 102. 

MR. SHEPARD: Page 102, the last sentence of 
the top paragraph of the page. 

THE CHAIRMAN; Well, pardon me, but would not 
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both these propositions come out in a freight rate 
increase? You say you would create your fund for 
financing improvements by calling upon the users of the 
Service to pay rates Slightly higher than would be vre- 
quired to support the existing standard of service. Is 
that not the same thing, that is, increased rates tO 
provide a fund? 

A. Yes, but in one case you are increasing the 
rates and the resulting revenue is directly being taken 
into the fund for improvement purposes. In the other 
case the alternative that might be suggested might be 
that the rates should be increased in order to improve 
C.P.R. earnings, in order that C.P.R. could pay the 
dividends in order that they can borrow the necessary 
money; and you would be involved in a much bigger rate 
increase in order to do it that way. 

QO» NO, LT thought that the premise you were putting 
down was where the money was asked for for improvement 
purposes, not to pay dividends. 

A. It would not take the form, sir, of a request 
for the payment of dividends. 

Q. Then what you say here is, ". . .4f the Board 
finds that an improved standard of service is desirable". 

A. Yes. 

2. And instead of increasing freight rates, as you 
say, in the onerous way, they should create them in this 
carmarked way, but that it would be the same in the final 


result? 


A. Not as to the amount. 


THE CHAIRMAN: A slight increase. Whether the 
increase was slight or not would depend on the amount of 
money required for the purppses and the length of time 


allowed to make it up. 
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A. That is correct, and as to. what alternative 
methods were available. If the alternative should be 
an attempt to raise the credit position of the company 
so that they could finance it by equity capital, you 
might be involved in a much bigger increase of rates to 
go. iv, 

COMMISSIONER ANGUS: Might it not be looked 
at the other way around, that to raise the total capital on 
freight rates you would have to raise freight rates wry much 
more than if you would just have to raise the ennual 
interest on the investment? 

A. It might work out that way, in which case the 
other would be the alternative. Then the Suggestion 
here is that that sort of thing should not be over- 
looked as a possibility. There would have to be a 
weighing of the possibilities at the time in the light 
of the circumstances. 

2. And when you speak of the users, are you 
identifying in interest users in this year and the users 
of ten years hence? 

&. Yes, that is ¢ertainly implicit in the reasoning. 


In fact in many respects there is identification of she 


users with the people of Canada, on the basis that the 
charges are so widely distributed and based on so mony 
different ways that they fall almost into the nature cf 
a tax. 

THE CHAIRMAN: Yes, but it would come out as 
part of the freight rates? 


Ay Yes, 


(Page 8680 follows) 
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COMMISSIONER INNIS: I was wondering on this 
question of shareholders again. On page 100 towards 
the bottom of the page you refer to the Board of Transport 
Commissioner's judgment? 

Ai Yes; 

Q@. With reference to sccumulative surpluses. Do 
you think the Board wes stepping 3 little outside its 
Jurisdiction in more or less suggesting ways in which 
the directors should dispose of their funds? 

A. I would not went to give en interpretation of 
whe Board's judement’ ° . ohere, but I don't think that 
they were suggesting that this was the way they should 
Spend them. They Were stating that in order to 

the money available so that it could be used for these 
purposes, they thought the railways should be given a 
Surplus. Now, there is no suggestion that they were 
exceeding jurisdiction in that line, 

Q@. Surely the directors have something to sy 
about the allocation of funds, as to whether they are 
put into dividends or surplus? 

a Lee. 

THE CHAIRMAN: Is that why you would ear-mark 3 
certain percentage of rates to be used to build up this 
fund for improvement of the standard of service? Is that. 
the way? It must be. 

A. That is one of the considerations, yes - not the 
only consideration. There is the consideration of the 
tax position, for example. 

Q. No, but the machinery you have in mind seems to 
me would be this, that you would say: "Here are your 
freight rates but a certain percentage of those and the 


moneys collected by you from those rates is to go into a 


funda’ 
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A, Yes. 

Q. So that that would be the control. They would 
not be under the control of the managers of the company 
who would not be able to say what should go into that fund? 

A, ihavt 1s correct on that pert of the total 
revenue from rates, yes. 

COMMISSIONER ANGUS: Would this surplus include 
people who shipped grain for export? 

As On yes. 

Q. Don't those rates support too? 

A. No. That is 8 separate question. If rates are 
to be raised, then with rates which ere being raised an 
additional amount can be put on whatever rates are being 
raised, If any group is not being raised it cannot be 
raised, 

THE CHAIRMAN: It is only in the case of 3 raise and 
not in eny other case? 

COMMISSIONER. ANGUS: You sare saying that the fund 
for financing improvements might be created by calling upon 
the users of the service to pay rates higher than would be 
required to support the existing standard of service, and 
I askedyou if the users of the service included people who 
shipped groin for export and you perhaps too hastily said 
yes. 

A. Well, certainly they do include the people who 
ship grsin, There is no question that they are not users 
of the service. 

Q. Well, sre you proposing that they should pay 
slightly higher rates? 

A. I do not think there is any proposal that anybody 
Should pey higher rates. There is a proposal that if rates 
are going to be raised, it might be preferable to do it this 


way. It is not a proposal to raise this or that rate; it is 
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SPopus el thet en alternative to a big increase would be 
to do it this way and get 9 smaller increase. 

Q. "A fund for financing improvements might be 
created by calling upon the users of the service to pay 
slightly higher rates than", and you say that is not a 
proposal for them to pay slightly higher rates? 

A. No, it is a proposal that they might do an 
alternative to something else, 

THE CHAIRMAN: Yes, but in so far as this particular 
class of shipper is concerned, would not the provisoes 
to subsection 5 of section 325 preclude them being called 
upon to pay enything? 

A. At the present time, yes. 

Q. That is as the Act is st present? 

A. As I understand it, yes. 

Q They would be exempt from this increase you have 
in mind? 

A. They would be exempt from any increase, 

Q@. Even the special one which is to form a fund? 

Ac’ Yes, that is right, 

Q. B&cause it takes the form of freight rates? 

COMMISSIONER ANGUS: Well, the special fund would 
require implementation in any case, wouldn't it? 

As’ (LL Would ‘think so} di-don 't. know, 

THE CHAIRMAN: Wel , it is ear-marking the use to be 
made of rates derived from rail revenue from the railways. 

MR. SHEPARD: Mr. Chairman, just before passing on 
to the next chapter, I might make reference in passing to 
the evidence of Mr. Northey Jones. He was an expert called 
by the Canadian Pacific Railway in the 20% Case and the 
reason I think the reference is relevant here, is that he 
discussed the problem and gave evidence on the problem of 


the Canadian Pacific Railway raising new equity capitel 
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and the effect of his evidence and the cross examination 

of them by Mr. MacPherson was to indicete 3 very large 
increase in freight rates in order to provide to the 

Company a sufficient amount of revenue to attract new 
investors - about 40% to 50% increase in their rates, as 

I recall it. I have not got the evidence here but I think 
that was whet motivated the Menitoba statement that it could 
come to a point - 

THE CHAIRMAN: It is to do away with the necessity 
of increasing capital by selling stock? 

A. Yes, I understand, 

MR. EVANS: I beg your pardon sir, that is not my 
understending. | 

THE CHATRMAN: Isn't that what this proposition 
means? : 

MR. EVANS: It was not with any intention of doing 
away with capital but it was because of what Mr. Northey 
Jones felt was the proper proportion of Debt and Equity. 

MR. SHEPARD: If I understand you, Mr. Chairmen, 
you are asking whet our submission is here? 

THE CHAIRMAN: YOur submission here is to dictate 
whatever is required out of freight rates by making an 
increase which is to be ear-marked for that purpose instead 
of what Mr. Jones suggested. Is that correct? 

MR. SHEPARD: That is correct, yes sir. Now turning 
to Chapter Vlll Mr. Moffat, this chapter, Mr. Chairman, 
deals with rates as related to distance, and we intend to 
handle it by my reading only two paragraphs in it and then 
Mr. Moffat commenting briefly on the effect of the circum- 
stances of the chapter. 

MR. MOFFAT Chapter Vill 


Rates as Related to Distance 


Having thus concluded our remarks upon the problem 
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of determining the smount of money to be made available to 
the railways we turn to that of the nature of tits rate 
structure which is to be used to collect that money. 

The structure of Canadian Freight rates as was 
pointed out in the brief presented by Premier Campbell, is 
one of the major factors in the Canadian economy and one of 
the basic determinants of the nature and extent of the 
economic development inthe different regions of Canada, For 
that reason freight rate matters have always been issues 
Which have aroused strong public reactions particularly in 
ereas like Manitoba which are almost completely dependent 
upon rail transport for outbound shipments of products and 
for inbound shipments of supplies, 

One of the first issues which must be faced in any 
discussion of freight rate structures is that of the relation- 
Ship between the rates cherged for different distances. At 
the one extreme are those who propose that the rate per 
mile should be constant - that the rate for 600 miles Should, 
for example, be thirty times the rate for twenty miles and 
twice the rate for 300 miles. At the other extreme sare those 
who propose that the rate charged should be the same regardless 
of distance, i.e., that the rate should be the same whether 
the shipment moves 600 miles, or 20 miles, or 300 miles. In 
practice however, all the present Canadian rate structures 
are a compromise between these two extremes; the total charge 
increases with increasing distance but not in proportion to 
distance, For example a haul which is 50% longer might take 
8 rate which is 30% greater, The only exceptions to this 
principle occur in cases where competition exists on the long 
hauls but not on the shorter hauls. Under ar conditions 


no true rate structure exists; rather the rates sre a series 


of unrelated smounts determined on the basis of expediency in 
relation to the importance of the competition. 
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Rates of Taper as Distance Increases 


Mr. Moffat 


Although it is true that @&ch of the present Conadian 


rate structures is a compromise between the two extremes 


mentioned, nevertheless there is no uniformity as to the 


nature of the compromise. In each case the relationship 


between the rate increase and the distance increase - the 


rate of taper as distance increases - is Slightly different. 


A few examples chosen from the Eastern and Prairie 


standard mileage class rate scales will illustrate the present 


situation. 


First Class Rate for 100 miles 


First Class Rate for 200 miles 


Distance increase 100%: Rate 


increase 


Fifth Class Rate for 400 miles 


Fifth Class Rate for 600 miles 


Distance increase 50%: rate 


increase 


Third Class rate for 600 miles 


Third: Class Rate for 840 miles 


Distance increase 40%: Rate 
Increase 


Bast 
Frairie 


Bast 
Prairie 


East 
Prairie 


East 
Prairie 


East 
Prairie 


East 
Prairie 


East 


Prairie 
East 
Prairie 


East 
Prairie 


$ per cwt. 


19 
183 


1.00 
Lees 


27% 
48% 
$ per cwt. 


76 
2O7 


099 
DiS 
30% 
30% 

$ per cwt. 


1.48 
67 


2.09 
foley 


41% 
26% 


The general relationship between mileage and distance 


is set out in chart form in Exhibit 324 of the 30% Case. 


Those charts sre based on the class rates as they existed 


before the 21% increase, but the Shape and relationship of the 


curves would not be changed by that uniform increase, 
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In order to illustrate certain of the factors to be 
considered in a decision as to what would be an appropriste 
rate of taper it is necessary to direct attention to the 
nature of the costs which the railways incur in moving: 

a shipment of goods and to the manner in which the length 

of the haul influences the willingness and ability of 

shippers to pay the rates charged, 

The cost of moving a shipment of goods consists in 
essence of the sum of two types of costg: 

(a) those costs which are constant regardless of the length 
of haul, such as the terminal costs at the point of 
origin and destination and much of the necessary 
office and paper work, of billing, accounting, 
recording, etc. 

(bo) Those costs which increase as the length of haul 
increases such 3s road and rolling stock maintenance, 
wages of train crews, fuel, etc. 

We ere not aware of any studies which have been made 
in Canada to determine the relative size of these two 
items or to determine whether item (b) should be treated 
as one which increases at a uniform rate closely related 
to mileage or as one which increases at a percentage rate 
which is less than the percentage increase in the mileage. 

It is obvious from the nature of the situation that 
the total will increase as the length of haul increases 
but, because originating and terminating costs ere spread 
over a greater mileage, the total cost per mile will decline 
as the distance increeses, 

In the case of very long haul traffic there seems 
to be reason to think that the line haul costs themselves 
are somewhat lower per mile. If this is true the result 
would be another factor making for a reduction in the 


rate per mile as the length of haul increases. In Canada 
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Shipments of more than 600 miles almost invariably involve 
Shipments through ereas of relatively light settlement in 
which relatively little traffic originates or terminates. 
The result is that a very large proportion of the long 
haul traffic moves in full train loads over long distances 
without the need for sorting and switching in division 
points and terminals. On the other hand in the case of 
short haul traffic the amount of such sorting and switching 
is relatively much more important. Another factor in this 
regard is that with long haul traffic the pressure for 
Speed is much less important and consequently the railways 
ere better able to arrange their schedules in such a wey 
as to provide full train losds reasonably well spaced through- 
out the day. We, of course, have no means of assessing the 
importance of these or other factors but it would appear 
reasonable to suggest that they would have a significant 
effect on total costs, 

If the cost situation is such that the railways could 
afford to cut their long haul rates but instead they 
decide to apply a rate of taper which overlooks their saving 
on the very long haul traffic, they cannot ignore the 
effect this will have upon shippers and potential shippers. 
For a shipper located within a few miles of his market the 
freight charge is a relatively small factor in costs. For 
a Shipper located many hundreds of miles from his market 
the freight charge may well be one of the most important 
cost factors. Consequently what might sppear as a relative- 
ly small difference in the rate per mile can very materially 
influence the development of industry in a particular area 
and might have the effect of preventing the growth of a 
type of traffic which would be very remunerative to the 
railways. For this reason it is our view that the railways 


Should be particularly careful to see that their long haul 
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rates are as low as can be justified in the light of the 
cost elements involved and that they fully reflect the 
savings in operating costs which are inherent in long haul 
CVeLTLs:, 

Quite aside from the self interest of the railways 
there are reasons of national policy which in our view 
require that maximum efforts should be made to keep long 
haul rates to the lowest possible level. As was pointed 
out in the brief presented by Premier Campbell, Canada 
moves her people and her goods over distances which are 
probably greater than those of any comparable country in 
the world. If the rates charged for those long distance 
movements are high the result will inevitably be a tendency 
to increase regional divisions and to decrease the inter- 
change of goods between the different regions. Because 
of this fact it has always been a major aim of Canadian 
transportation policy that the cost of transportation 
between regions should be held to 3 mimimum, It is the 
view of the Manitoba Government that at the present stage 
of Canadian development it is more essential than ever 
that the fullest possible exchange of goods between the 
different regions should be encouraged. 

We would, therefore, suggest that your Commission 
should very carefully examine the rates of taper which are 
now embodied in the different Canadian rate structures. 

If that examination indicates that the costsof long haul 
traffic are such that the railways could implement a rate 
scale based upon a rate of taper which increases rates more 
gradually es distance: increases, then it is our view that 
such a scale should be introduced both in the interests of 
the railways themselves and in the interests of a closer 
integration of the economies of the various regions of 
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At this point it seems opportune to present a table 

which shows more specifically the manner in which this 
problem is handled in the present rate structure. The 
following table has been prepared from the tariffs which 
establish the present standard mileage class Paces "it 
shows the amount which is charged for an additional hundred 
miles beyond the distance that is shown. For example, the 
figure opposite the mileage 50 is the increase in the 
charge for 150 miles over the charge for 50 miles. The 
figure opposite the mileage 400 is the increase in the 
charge for 500 miles over the charge for 400 miles. The 
table presents this information with respect to the average 
of all ten classes in the Prairie Scale and with respect 
to the average of ell ten classes in the Eastern Scale. 
As a useful and interesting comparison it presents the same 
information for the basie class rate preseribed for applicat- 
ion in all territory covered by the 1945 decision of the 
Interstate Commerce Commission following a six year 
investigation of class rates in the United States, (CE) 


Amount oes for An Additional Haul of 


100 Mtles Beyond the Mileage Shown 

Mileage eae ait gee ae, ae Oe 
50 24.9 20.4 20 
100 19.4 136 20 
150 EFAS 15.4 20 
200 L730 1673 20 
250 16.5 16.0 ~ 
300 16 JT Pa £5 
350 Load g eve - 
400 14.8 12.4 3 
450 14.8 10.0 - 
500 14.7 13.9 15 
550 14,2 copes - 
600 14.0 19.0 nS 
650 e325 ET s5 ‘ 


(1) Docket 28300 Class rate Investigation 1930-502 1.C.C. page 766 
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Mileage Pralrie Bastern i1.€.C.Scale 


per cwt. ¢ per cwt. ¢ per owt. 
700 ERD Loge 1 
750 1232 19.9 - 
800 12.6 L947 14 
850 L244 aay 7 
900 L245 16.9 14 


One point is abundantly clesr from this table: the 
taper which is embodied in the present Eastern class rate 
scale is completely unsatisfactory. It ectually increases 
more rapidly in the long hauls than in the short hauls. , 

Up to and including 500 miles the average charge for an 
additional 100 miles is 14.2¢, but above 500 miles the 

charge for en additional 100 miles averages 18.3¢. The 
prairie scale on the other hand follows the general pattern 
Which = one would anticipate slthough in this table there 

ere two instances where the additional amounts for an extra 
one hundred miles is greater on longer hauls, It, therefore, 
appears to us that the taper which is embodied in the 

present western scale is preferable to that in the eastern 
Scale, As to the level of the two Scales, our comments on 
that subject are included in the chapter entitled "Character- 
istics of the overall rate structure". 

This does not mean, however, that we Suggest that the 
taper in the western scale should be adopted generally. 

We do not have access to the information or the expert 
knowledge which would be required to reach a decision as 

to the rate of taper which is proper st the various distances 
to which e class rate scale must apply. For that reason 

we would not wish the above table to be interpreted as a 
Suggestion that we advocate the adoption of any one of the 
three scales shown, In general terms, however, our view is 
that the rate scale should be such that at each distance it 


covers the costs involved and that particular care should be 
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taken to see that it does not provide unnecessarily 

high revenues to the railway from the long haul traffic 
which forms the backbone of Canadian Roilway traffic and 
of the Cénadian economy as s whole. 

MR. SHEPARD: We, therefore, suggest that your 
Commission should recommend a thorough study of this whole 
question of relationship between rates and distance, and 
that in that study particular attention should be paid 
to (a) the importance of those elements of cost which must 
be paid regardless of the distance the shipment moves, and 
to (b) the extent to which other costs show evidence that 
the line haul costs per mile are lower on long haul treffic 
than on short haul traffic. 

THE CHAIRMAN: Pardon me, that is part of the paragraph 
in which you say that you sre not to be taken as suggesting 
that the taper in the Western scale should be adopted 
generally? 

MR. SHEPARD: That is correct sir. 

THE CHAIRMAN: Now the opposite manner to the taper 
is the horizontal. 

MR. SHEPARD: No, I think they consistently go together. 
Mr. Moffat will describe that after I finish. 
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MR. MOFFAT HORIZONTAL PRRCENTAGE INCREASE 

In their application in October, 1946, the rail- ’ 
ways asked for authority to make a uniform incrcase of 30% 
in all freight rates which were under the JUPIDdLeuLon of 
the Board of Transport Commissioners with the single excep- 
tion of coal. In their second application in July, 1948, 
they again asked for authority to make a uniform increase, 
although the figure proposed was 20%. In its Decision, in 
March, 1948, the Board authorized a uniform increasc of 21% 
applicable throughout Canada; the decision on the 20% Case 
has not yet been delivered, 

Manitoba has always opposed such proposals and 
has urged that flat percentage increases of this sort were 
most unfair to the people of Western Canada for two reasons: 

(1) Because a horizontal increase of this type would 

automatically aggravate regional discriminations 

which already exist. This is true for the Simple 

reason that a percentage increase on a high figure 

is always greater than the same percentage in- 

crease on a lower figure. For example, if the 

rate in one area is $1.00 and it is raised by 21%, 

the incf#ease is 2lc, while if the corresponding 

rate in another area is $1.50, a 21% increase 

amounts to 31.5c. 

(2) Because even in the absence of regional differ- 

entials of this sort, a horizontal increase has 

the effect of charging against long haul traffic a 

very much greater increase than that which is 

charged against short haul traffic. 

The truth of the first proposition is self-evident 
and only its importance needs to be assessed, We of Western 
Canada have long held the view that regional discriminations 


Should be eliminated and in this present submission we state 
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our views on that matter at length in the chapter entitled 
"Regional Considerations." As pointed out in that chapter 
there has in the last 2 years been an important reduction 
in the most serious discrimination against the Prairie 
region, but that reduction does not affect the essential 
validity of the proposition that a uniform percentage 
increase aggravates all existing regional discriminations. 
For that reason we are still of the view that it is a 
fundamentally unsound policy for the Board to apply uniform 
percentage increases without first making a real effort to 
eliminate discriminations. 

In this connection we would point out that in 
every major rate increase case from 1916 to 1920 the Board 
authorized a larger increase in the East than in the West. 
The avowed purpose was to reduce the regional rate differ- 
ential against the West. In the Eastern Rates Case (1916) 
an increase of 5% was authorized in the East but none ws 
authorized in the West. In the so-called 15% Case (1917) 
Western rates were raised 10% only, whereas the general bulk 
of Eastern rates were raised 15%. In the 25% Case (1918) 
the Government by Order-in-Council directed the Board to 
put into effect an increase of 25% in all rates in Eastern 
Canada, whereas in Western Canada the increase was limited 
to 25% above the level previous to the 15% Case. In the 
40% Case (1920) the Board granted a 40% increase in 
Eastern rates and a 35% increase in Western rates. In the 
Rate Reduction cases in 1921, the reductions were arranged 
in such a way as to preserve the equalizing effects of the 
rate increase cases which have just been enumerated, 

In other words every general freight rate adjust- 
ment which was authorized from 1914 to 1948 was used as an 
opportunity to further reduce the discriminatory differen- 


tial against the Prairie Provinces. We are convinced that 
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that poltey was fundamentally sound although we are not 
Satisfied that it was carried to the extent which was re- 
quired by the circumstances, It is our view that the dif- 
ferential which still remained even after these various 
decisions was still much beyond anything that could be 
Justified. This pointwill be developed more fully in the 
chapter dealing with "Regional Considerations". In 1948, 
however, the Board of Transport Commissioners saw fit to 
reverse this policy of eliminating regional discrimination, 
and in the 21% Judgment it authorized a uniform 21% increase 
in all parts of Canada. The higher rates in Western Canada 
were increased by the same percentage as the lower rates in 
Kastern Canada. It is, therefore, our view that your Com- 
mission should recommend that, in the future; uniform per- 
centage increases should not be applied in such a way as to 
aggravate regional rate differentials. 

Our second reason for Opposing the application of 
uniform percentage increases is that they have the effect 
of imposing a much greater increase on the long haul traffic 
than on the short haul traffic. We have already indicated 
in the section dealing with rates of taper that it is our 
view that in the national interest long haul rates should be 
kept as low as possible in order to facilitate the greatest 
possible interchange of goods between the different regions 
of Canada. In that same section we pointed out ertain 
characteristics of the underlying cost factors which tend 
to produce for long haul traffic a cost per mile which is 
lower than the cost per mile for short haul traffic, 

In this present section we wish to deal with the 
changes which have occurred in these cost factors in the 
years since the rates of taper in the present rate structure 
were established. As was pointed out in the earlier discus= 


Sion, the cost of moving a given shipment can be thought of 
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as the sum of two components: 

(a) the cost of originating and terminating the ship- 
ment together with the cost of the necessary office and 
paper work involved; 

{b) the cost of actually moving the traffic over the 
railway lines. 

Both types of costs have increased materially 
Since the basic patterns of the present rate structure were 
laid down over half a century ago, but some types of costs 
have increased more rapidly than others and in some cases 
there have been important offsetting factors. It is our 
Submission that these cost changes should be analyzed to 
discover whether there have been important differences in 
the magnitude of their effect upon the two components 
mentioned. We obviously do not have the necessary data to 
make such an analysis, but there does seem to be evidence 
that terminal costs (a) above) have probably increased 
more sharply than line haul costs (bd) above). 

During the 50 years or more since the basic 
characteristics of the present rate structure were laid 
out, increased efficiency of operation in the actual haul- 
ing of freight traffic has been substantial. This in- 
creased efficiency must have offset a substantial part of 
the cost increases from other causes in the line haul com- 
ponent. Furthermore an important element in line haul 
costs . 1is the burden of the charges payable on the capital 
invested in road property. The carrying charges on bonds 
are substantially lower than they were 50 years ago and the 
Same is true of capitll charges generally. Consequently 
this factor too is an offsetting influence to the increases 
in line haul costs from other sources. 

On the other hand there do not seem to be corres- 


ponding offsetting factors in terminal costs. Consequently 
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it seems likely that terminal costs have felt the full 

weight of increased operating expenses while line haul costs 
Nave gone up less sharply. It, therefore, follows that in 
any rate increases to compensate for higher current operat- 
ing costs the terminal gost component should be raised by a 
percentage which is greater than that applied to line haul 
costs. Since the terminal cost in short haul traffic is a 
larger proportion of the total it follows that the percentage 
increase on short haul traffic should be greater than on 

long haul traffic. 

This situation appears to have been recognized by 
the Interstate Commerce Commission for in each of its recent 
decisions authorizing freight rate increases in tne United 
States it has attached a long schedule setting out the 
maximum increase per ton which is to apply to cach commodity 
named. In other words in the recent I.C.C. decisions the 
practice has been to allow a certain percentage increase on 
Short haul traffic butto specify a constant number of cents 
per ton on longer hauls so thet the percentage increase on 
the long hauls is smaller. 

In dealing with this question in its Judgment of 
March 30, 1948, the Board of Transport Commissioners said: (1) 

"There were submissions that if increased rates 

were authorized there would be varying percentages of 
increases, the lowest percentage of increase being made 
on long hauls and the highest percentage of increase on 
Short hauls; it was also suggested that maximum in- 
creases Should be provided in order to avoid a very large 
increase upon relatively high rates from distant points 
of production to important markets. One difficulty with 
respect to the adoption of a varying or maximum increase 
is apparent, namely, the lack of reliable traffic 


statistics from which to determine the adgjitional revenue 


(1) Printed Judgment — page 
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which would accrue from flat or maximum increases on 
particular commodities. Further there is not on the 
record anything to enable any determination concerning 
the commodities and sections of the country and even 
the individual rates which could best bear the bu rden 
of an increase," 

It is our submission that the lack of reliable 
traffic statistics is much too flimsy an excuse for failure 
to take action upon a matter of such importance as this, 
The Board of Transport Commissioners has been in existence for 
many years and if proper statistics are not available they 
should have been made available, or the Board could have put 
its staff to work to prepare satisfactory estimates, 

MR. SHEPARD: It is, therefore, the submission 
of the Menitoba Government that your Commission should 
recommend against the use of uniform percentage increases 
in rate increase decisions and should Support instead some 
System whereby the percentage increase applicable on long 
haul traffic would be lower than that on short haul 
Cratfic. 

Now Mr, Moffat on the question of those two excerpts 
I have read, I understand those constitute the Submissions 
in this chapter and that you are now going to outline all 
that led to these submissions. Would you please proceed? 

A. The points that are developed in this chapter - 

THE CHAIRMAN: You are talking of Chapter V111? 

A. Yes sir. I am not going to follow quite the same 
order in which the points appear in the chapter itself. The 
chapter develops the point that national policy requires 
that the long haul rates be kept down wherever possible 
in order to encourage trade between the different regions, 
and to bring about a closer integration of Canada as a 


whole, It also develops the point thet that policy is quite 
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consistent with good railway economics and with good 
financi?l analysis of the problem of rate structure because, 
in the first place, there » Seems evidence that cost 
increases recently have been particularly heavy on the 
terminal costs which form a bigger percentage of the short 
haul treffic, and have been relatively less severe on the 
line /eactor which is the more important factor in the 

long haul traffic. Secondly the point has developed that 
the present rete Structure, basically, the class rate 
structure, itself has been in effect now for close on to 
Seventy years and that during that period there has been 

8 substantial improvement in the efficiency of railway 
operations, particularly the part of railway operations 
that are in the cost of hauling traffic from point to point, 
improved locomotives, improved standard of track and that 
sort of thing, a tendency resulting from that to offset 

the increase in operating costs. 

On the other hand, in the terminal costs which have 
to be made up by loading and unloading end delivering around 
the cities and distributing the cars and Spotting the cars 
in the bigger terminals, there does not seem to have been 
38 corresponding improvement in the efficiency of rail 
operations. Consequently it seems clear thot whatever was 
8 proper relationship between the long and short haul rates 
when they were first established Sixty or seventy years ago, 
must by now have come to the situation where there would 
be 4@ justification for raising the short haul rates by a 
larger percentage than the long haul rates, 

The chapter then goes on to point out that in addition 
to these facts there is the effect which a straight increase 
or, as it has otherwise been called, a horizontal increase 
would have in magnifying seny regional discrepancies that 


are there. If the rates in the west are higher than they 
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sre in the east; a flat percentage increase will sutomat- 
ically put a larger increase on the west than it does 
in the cast but the chapter as a whole does not concentrate 
on the question of regional discrepancies. It takes 
the more fundamental position that even if those regional 
discrepancies were taken out of there, the nature of the 
Operating cost is such that from the point of view of 
good railway operation it would be possible to kveep 
down the long haul rates and to raise the short haul 
raves Siigntly; snd that is perfectly consistent with what 
we perceive to be/ sates Or the country as 4 whole; That 
is what leads up to the two submissions which Mr. 
Shepard read. 

MR. SHEPARD: Then, Mr. Moffat, will you turn to 
Chapter IX unless the Commission has some questions. 
Chapter 1X is entitled "Characteristics of the Overall 
Rate Structure" end I understand it is your intention to 
deal with this fairly exhaustively. Mr. Moffat will 
you just proceed, 

Q. Well, beginning to read at the middle of the first 


page of this chapter - 
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| CHAPTER IX 
CHARACTERISTICS OF THE OVERALL RATE STRUCTURE 

The concern of this chapter is to express the 
views of the Manitoba Government on the question of the 
general characteristics of the rate Structure which would 
be most suited to the needs of this country. There is 
little doubt but that the present rate structure and the 
principles under which it has grown are no longer completely 
Satisfactory, if indeed they ever have been, The grievances 
which have been aired with respect to individual rates, 
groups of rates and the rate structure as a whole, provide 
ample proof that the overall result of allowing the railways 
to set rates on the basis of charging whet the traffic will 
bear, within the limits of the ceiling established by the 
Standard Class Tariffs and circumscribed by the Board's 
attitude on the question of "unjust discrimination,’ is far 
from satisfactory. The public is dissatisficd with the 
result and one might go further and Suggest that the result 
may not be in the best interests of the railways either, 
The purpose here is to Suggest an alternative approach which 
will produce more Satisfactory results. 

No one would be naive enough to assert that a rate 
Structure can be devised which will be Satisfactory to all 
interested parties, for freight rates are too complex and 
play too strategic a part in the economic life of the 
country for that condition to preveti. Although, it: ds 
certain that no structure will be completely satisfactory 
to every section of the Canadian public, nevertheless there 
is much to be gained by an attempt to mould a rate structure 
following principles which lend themselves to 2 minimum of 
legitimate criticism, even though added administrative 
difficulties for the railways and for the regulatory 


tribunal may be involved, 
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It was with considerations such as these in mind, 
that the Manitoba Government included, as item 3 in its 
brief of points, the following: 

"3. It 1s our submission that it should be a 
fundamental principle of the Canadian railway freight 
rate structure, that freight rates charged for the 
same traffic over the same distance should be equal, 
except where costs, competition, the needs of national 
development or other circumstances require some 


deviation from that principle." 


Now the remainder of this chapter is what we might 
term the . "sermon" based on that text developing the 
various aspects of it. 

THE CHAIRMAN: To what extent then does your view 
differ from the provisions of the present section 314 
of the Act? 

A. Well, I don't know whether I can summarize it. 

Q. That is a large question but did you have that 
particular section in mind when this was drafted? 

A.° Well, #8 in the other sections of this brief, 
the brief has been written in terms of whet policy seems 
to be desirable without consideration to whether or not 
it is exactly covered in the present Act or not covered 
in the present Act. I would not care to offer any very 
useful comment about all that. 

Q. You do not go on there to suggest amendments? 

A. No. Before I continue to read,I would like to 
refer just briefly to the last line of that quotation: 

" _ the needs of national development or other 

circumstances require some deviation from that 

principle". 


What we had in mind there were one or two specific 
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points - the question .of rates to keep traffic to 
Canadian ports and to Canadian lines through the 
Maritimes, for example, or the need to get traffic 
started and to meet what one might call "Market 
Competition" the sort of situation where a given industry 
tn ordersto bring its’ product to’ market: + 

Q@. In those respects you have in mind lower 
rates - not higher? 

A, Lower rates. It is a special form of competit- 
ive rate in a sense but still subject to the overall 
guidance which we develop a little later as to how 
competitive rates should be handled, 

Q. Then these rates would depart from the 
principle of equity by being lower? 


A. »-That is correct, 


(Page 8715 follows) 
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A. That is correct. 

For the sake of emphasis we would draw attention 
to the two concepts which are involved here, First and 
foremost "it is our submission that it should be a funda- 
mental principle of the Canadian railway Fie onenere nate 
that freight rates charged for the same traffic over the 
same distance should be equal." Secondly, this is, of 
course, impossible of complete achievement in practice and 
consequently we proceed immediately to indicate that we are 
prepared to recognize exceptions "where costs, competition, 
the needs of national development or other circumstances 
require some deviation" from the principle of equality. 

The fundamental nature of the first proposition 
arises from the idea that all Canadians wherever they may 
be located, are entitled to equal treatment unless there is 
®me very good reason for a difference in treatment. In 
other words, those who support a rate structure which, on 
its face, calls for unequal treatment of certain groups or 
certain areas, must meet a heavy onus of proving the 
necessity and desirability of that unequal treatment. It is 
not good enough simply to take the position that the rate 
Structure has always had elements of discrimination and that 
those discriminations should be continued until someone 
proves that they should be removed. Our submission is that 
each discriminatory feature should be examined in the light 
of present circuns tances and that equality should be estab- 
lished except where deviations can be justified now. We 
wold go further and suggest that your Commission should re- 
commend that the Board should, of its own initiative, main- 
tain a constant review of these discriminatory elements so 
that each will be eliminated as soon as there is a material 
change in the circumstances which originally made it neces- 


Sary. It is our view that the present rate structure in- 
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cludes many elements of discrimination which are there 
Simply because no such review has been made in the past. 

THE CHAIRMAN: Q. In that paragraph you embrace 
all discrimination? 

a. tnavris aan, oa 

Q. You do not single out unjust discrimination? 

A. I think that may be--- 

Q. Or undue discrimination? 

A, I think that may be the fundamental distinction, 
that the concept here is equality, and that deviation from 
equality must meet the onus of proving that it is desirable 
and necessary. 

Q. You say that the Board should maintain a constant 

review of these discrimintary elements so that each will 
be eliminated as soon as there is a material change in the 
circumstances which originally made it necessary. Yes, I 
see. 
COMMISSIONER INNIS: Q. But your equality becomes 
almost a deviation as well? 

A. We develop a little further over a more elaborate 
definition of equality, but as we are advocating it here 
it would apply to the class rates specifically and to any 
other rates where the conditions are so similar that no 
one is able to justify a difference. Basically it is a 
shift of the onus, from accepting the present situation 
except where a case can be made for changing it, to accept- 
ing equality where a case can be made for deviating: from ie. 

MR SHEPARD: Q. Will you carry on, please, Mr, 
Moffat? 

A. There are too many differences in rates under the 
present rate structure which are not justified by differences 
in the circumstances under which the traffic is carried and 


this fact naturally gives rise to bad feelings and charges 
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of discrimination. A rate structure which allows deviations 
from uniformity on a more careful basis, one which requires 
that any proposed deviation should meet certain clearly 
established criteria and thus preserves a semblance of equal 
treatment to the user wherever he may be situated, is the 
sort of rate structure which the Manitoba Government re- 
commends. Moreover the onus of establishing the need and 
justification for deviations from uniformity should be 
placed squarely on the party requesting them and should be 
subject to approval by the regulatory tribunal. The prac- 
tice followed in the past whereby the railway company could 
Grant lower rates at will, subsect only to progr of unjust 
discrimination by some other interested party has prodiced 

a rate structure which is hardly reconcilable with consider- 
ations of the public interest, 

Of particular importance in the growth of the 
present unsatisfactory rate structure is the large accumu- 
dation of substandard "competitive" rates in the Provinces 
of Ontario and Quebec. These rates were the subject of 
considerable discussion in the rate cases of the past few 
years, but the problem which they raise is still unsettled. 
Our criticism is directed partlyto the level of those rates 
as such but more fundamentally we are concerned with the 
fact that higher rates have been charged in the West in an 
effort to recoup the railways for the revenue lost in areas 
where competitive rates are numerous . 

THE CHAIRMAN: Q. When you say: 

"These rates were the subject of considerable discussion 
in the rate cases of the past few years, but the problem 
which they raise is still unsettled", 
do you mean that the recent Judgments of the Board then do 
not make any disposition of them, or do they make one that 
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you do not favour? 

A. Well, as I remember a I do not have the quotation 
exactly here, but primarily what they said is, this is a 
question for a general ‘rate investigation and not a 
question to be dealt with as part of a revenue case. Now, 
it may be argued that that 1s a sort of problem that the 
Board of Transport Commissioners should deal with under the 
Order in Council 1487, but it seems to us that what is 
needed from this Commission is a recommendation as to the 
policy which should guide the Board of Transport Commis- 
Stoners in making such a review. In particular we are 
asking that they should be redirected by one means or an- 
Oother+tosaccept.as.their basic principle this idéa of 
equality, subject to special deviations, rather than that 
they should accept their past decisions as justifying the 
present rates, and then start on the basis that the 
present rates structure stays except where someone can make 
a case, forschangcing. 1t. 

COMMISSIONER INNIS: Q. Do you ee do some- 
thing more than is indicated in 4678? 
A. Novpreoe7ssocinr. 
MR SHEPARD: 1487, is it? 
COMMISSIONER INNIS: I am thinking of the general 
tretens race investigation. 

THE WITNESS: Yes. We are asking for something 
more than that. We are asking for some directives as to 
policy and some recommendation that either the statute 
Should be changed or that some change should be made go 
that they will not consider themselves bound by past pre- 
cedents which were based on conditions thirty and thirty- 
five years ago. 

THE CHAIRMAN: Q. Well, they are instructed 


there, are they not, to produce a reasonable rates struc- 
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ture which will, under substantially similar circumstances 
and conditions, be equal in its application to all persons 
and localities? 

A. Well, sir, they were instructed to do that 
twenty years ago, and they have on theirdecisions a group 
of decisions which say that the present rates structure 
is that, as they interpret reasonable and Jus OC 1th oie 
new inquiry--- 

Q. We are talking of equal. 

A. Yes, but that wording is very close to the same 
instructions which they got twenty years ago. 

d- Do you mean to say, then, that they did not carry 
it out twenty years ago? 

A. Well, there is a question of interpretation of 
what is equal. | 

Q. Oh, I see, Well, how are you going to get around 
that? 

A. Well, our suggestion heveden 

THE CHAIRMAN: There was a formula that our 
colleague Dr. ‘ngus gave us on an earlier occasion... 

COMMISSIONER ANGUS: We are all equal, of course, 
but some are more equal than others, 

MR SHEPARD: Q. Would you continue, please, Mr. 
Moffat? 

is iti in ordér for Mr. Moffat to Bere iitic. sir? 

THE CHAIRMAN: Oh, yes. 

THE WITNESS: The next section then deals with 
the criteria for departure from equality, that is; the 
criteria which we suggest should apply in any case where 
there is to be deviation from the basic principle of equality. 

CRITERIA FOR DEPARTURE FROM EQUALITY 
We turn now to a discussion of the criteria which 


might be applied in deciding whether deviation from 
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equality is required. The standard defence of competitive 
rates has always been that they are necessary to hold the 
traffic. The argument is that other forms of transporta- 
tion are charging rates lower than the "normal" freight 
rates and that rail freight rates must be reduced to retain 
the trartac., p.lt es.arcuced,that, this.is fuliv justified so 
long as the rates charged are high enough that the 

revenue secured trom the; traffiic..concerned exceeds. the 
expenses which would be saved if the traffic were aban- 
Goncd, Wheuwas one Uns sparticular question that Mr. GG, A, 
Walker. Chasrmaeneot, tne Board.of Directors .of «the.C,P. Ra: 
stated before this Commission that there were two criteria 
for determining the lowest competitive rate which could 

be justified. (1) 

COMMISSIONER ANGUS: Q. When you speak of 
charging rates lower than normal freight rates, you 
mean normal railway rates? 

Ds Les is 
The two criteria which Mr. Walker suggested were: 
1. The rate must never, be, less*than’) the mt lg 
pocket costs plus a margin above that, 
2. The rate should not be lower than is necessary to 
meet competition. 

COMMISSIONER INNIS: Q. Is 1 the same thing as 

the compensatory rate we heard so much about? 
A. dothinkyso: 

THE CHAIRMAN: I suppose it depends on the size 
of the margin. 

THE WITNESS: It is well to consider this defence 
of competitive rates in the light of present railway oper- 
ating costs and the changes which have occurred in operat- 
ing costs in the past few years. We would like to direct 


attention to two aspects of this matter. 
(1) Transcript, page 14 
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Lstwinerract: that. the railways now express the 
opinion that 80% or more of their Operating ex- 
penses are variable with traffic, whereas, in 
earlier years the percentage quoted was very much 
lower than that. 

e. The fact that operating expenses both for the 
railways and for their competitors have increased 
very greatly quite regardless of any cost 
changes which have resulted from changes in the 

volume of traffic. 

During the 20% Case the C.P.R. argued strenuously 
that at the present level of costs and traffic, at least 
80% of its operating costs vary directly in proportion to 
traffic. (1) They contended that if traffic were increased 
by, for example, 10%, the result would be an increase oF 
approximately 8% in operating costs and that if traffic 
volume were to decline by 10%, operating expenses would 
decline approximately 8%. If one looks at this situation 
in relation to the argument presented in connection with 
competitive rates, the conclusion is that if the proposed 
competitive rate is less than 80% of the normal rate then 
the railway could, by withdrawing from the traffic, 
entirely eliminate a cost element which is larger than 
the additional revenue which it is expecting to draw from 
Sthe traffic concerned. 

COMMISSIONER ANGUS: Q. Would that be true for 
all commodities? 

A. No, it would not be true for all commodities. 

The extent to which it is absolutely true will depend on 
whether you are looking at one commodity or a group of 
commodities, but the basic principle remains that, whatever 
that figure is, whether it is 80% or 70% for a particular 
(1) Transcript - pages 3397 to 3400 and pages 3931 to 3933. 
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commodity, if it is larger than it was ten years ago, then 
the case for competitive rates is very much less than it 
was ten years ago. That is the basic point there, regard- 
less of what the figure 48, whether 10 is 980 or 70 6r 90 
for the particular commodity or group of commodities that 
you are dealing with. 

THE CHAIRMAN: Q. But would that relieve the 
Situation that is found now to be objectionable? That Ley 
according to this they would eliminate the cost element 
by not carrying this particular traffic; is that right? 

A. They have to consider the advisability of doing 
that. 

Q. Well, you say that? 

her Lee. 

Q. You say the conclusion is that if the proposed 
competitive rate is less than 80% of the normal rate then 
the railway could, by withdrawing from the traffic, en- 
tirely eliminate a cost element which is larger than the 
additional revenue which it is expecting to draw from the 
traffic concerned; but then they do without the revenue? 

A. They do without the revenue, but they wuld also 
do without the expenses, and presumably palate 

Q@. Do you say the expenses are greater than the 
revenue? 

A. If we accept their argument on this point, yes. 

@. Then if the expenses are greater than the revenue, 
is not their own definition of a proper competitive rate--- 

A. We go on to adopt their definition. We say their 
déerinition ta perfectly satisfactory if they apply Tt. 

Q. But you say they do not carry out their definition? 

fee ohne 1s right. 


- And their own figures show that? 
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Well, there is some Suggestion of that, yes. 
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Q. Well, you quote them; you say that the 20% case 
used those percentages, 80% and so an? | 

Ne gene: polnt that: limade in answering Professor 
Angus is important, though, that it is not 80% or 70% , 
it is the fact that, whatever that fiers: dato ts 
bigger now than it was ten years ago, which is significant. 
In fact, the very next sentence: 

It is not our purpose to Bilnstee, to justify the 
figure of 80% or any other PieUve sin ehis context... We 
merely wish to point out that under conditions in which 
operating costs vary extensively with changes in traffic 
volume, there is very much less Justification for Sere 
itive rates than there was under conditions in which 
operating costs varied only Slightly with traffic volume. 


@. Pardon me a moment. I want to makesure that I 


understand you. You say, "... there ig very much less 
justification for competitive rates ..."9 
Ae! Yes. 


@. You are always assuming, though, that the abandon- 
ment of the competitive rate means the abandonment of the 
traffic; they will get nothing at all from that; they 
C2 vert. Ube 

A, It means that there will be a substantial number 
of situations in which by abandoning the traffic they would 
abandon revenue and would abandon a larger expense, 

i (YOU thinkin. that way that would relieve the 
higher rates that are prevalent elsewhere? 

A. If the amount of expense that would be saved is 
larger than the revenue that wouldbe lost, yes. They always 
have to have that as a bottom limit someplace; the question 
is, where? 

Q. You argue in these cases that these Beene sca 


competitive rates do not come within the definition Mr. 


‘4 ‘ry 


n 


- - : o : ; rs ia : ' 7 7 o 5 
(.tiw..0%s, Steby) ion SSW heat WOE. SRA 
“ - > . i , 7 re, : 
. ee 
LAS, VAN ort ~~ fost. . 


N f 
6. 710 6 es ¢ 
‘ zi} 


+ aos a ig sie. wiates 


34 . . 
. . a oe 
i c , 4 * ¥ ¢ ¥: , > 4 
SE ee MEOLS re i fen tf Wows TAs? Sm re oe SEY) Cee (gee 
= key ¥ = “ ts 
pan ae : - : awit) 
7 ei ve * x b a 
: eee 
Lae bao keen woetah tettenh saet vom Say ef aio: sammy u 1. 
ar a Spurge ie ee BA ae et he A, Fhe - ~a : . ‘ ii 
; pe aaa : =" + 


. can tee 
| = ta teier HE 2 , \ “aon Baw otanhtk eae: ah sabi a) on i 


Bs 


z ‘ i P<, e y c rag . ‘a ted aa me Lees ae ea “ty hak bi 2 tt ae 2 4 rao ee erat tS sit! id 


ry 7 1) 
? a at ‘4 “ 7 o 
bs ‘ ; } Adda i i , * eh & aa ." 
: 7 


, r f- Poop 
P + f ia. Tie? & 
‘ (x ; 
7 ‘ « H 
aie ven, bo en FS 
if E : “ } - i i Son . 
? / fT 
ia tT by | 
a ak a4 


oLt te 
fae 3h Sv. 
i. es 


: ites 
v} Ae | 
s 


= : 4 ‘ oi a oad 7 a 
P£i is ; Pe n Sid) wae bas 2nissom wet "*» 


mol : i ‘ 4 ‘ 
F ee F ’ Ral hha: “ ‘a ji : 
40 4 spa ® - $ vs . yi h . - 


wow Weak obteanc getmopacde xd) Aptae ob -eagts setae’ 


iy 
weds. BLS bas oun iiak panda = 


ib. atbrs go 


‘ St..523 is > ¢€ vy | J 3 Spey ¢ 4 aa a sapien of ”" 
ve | : 


eliso-oe seoit. tedtuiesaso. séenty. 
ae ; : | 


= OT gi Mr. Moffat 


Walker gave? 

AS? That is "right: 

ae Lois only then’ that you Say that they should be 
abandoned? 

A. That is correct. 

COMMISSIONER ANGUS: Q. Have you any suggestion 
in mind as to the order of magnitude of the improvement in 
net railway revenues that would be effected by doing 
without traffic? 

A. No. We express the opinion over here that under 
present conditions it seems to us that there would be very 
PEUULS orartic “lost py bringing these competitive rates up 
to a level that would be reasonably close to equality with 
cur western rates. 

Q Well, that 1s another argument again, different 
from this argument? 

Hay feo. 201s is sayine chat they need to be 
examined individually to find out whether there are cases 
of the sort which would justify them abandoning traffic, 
but then we go on to say we do not think there are many of 
those Situations at the present time, because we think 
more generally that they could raise the rates. 

Q. You do not think it would do you very much good 
if they did abandon traffic? 

A. We do not think they would abandon Creare logy Ciert 
Ls*the*points. we think they would find that the traffic 
would stay there. 

THE CHAIRMAN: Q@. Even if they raised the rates? 

A. Even if they raised the rates. 

Q. Have vou on mind any particular competitive rates 
that now sin against the definition Mr. Walker gave? Do 
you raise that further on? 


A. Well, the remainder of the chapter is mainly 
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directed at some of those specific issues, 
Q@. You specify there, do you? 
A. wi Yess 

MR O'DONNELL: Like the farm implements rate. 

MR SHEPARD: Q. Will you carry on, Mr. Moffat? 

THE CHAIRMAN:  @. That is why you are prepared 
to say that certain rates are non-compensatory? 

POOMENA GILLS CLE riis in: 
in vonienconnectionyert ts significant to note 
that Exhibits 372 and 373 of the 21% Case give a sub- 
stantial number of examples in which competitive rates were 
then in effect at figures as low as 44% of the standard 
Pate. in fact lanfewuedses are quoted in which the com- 
petitive rate was less than 30% of the standard rate. 

That of course has been corrected to some extent 
now because of the additional 15% increase on the com- 
petitive rates, but this was put in as an example of what 
the situatinn was at the time when the cases Started, 

ff ishalso istenigicant. tolnote ve 

MR EVANS: @. That was when price control ‘was 
ime rrects 

TL eLesy 
It is also significant to note that in those two 
exhibits the largest discount on competitive rates and the 
largest number of competitive rates are found in Eastern 
Canada, 

We would also like to direct attention to the 
effect upon the competitive rate situation which results 
from: the- fact that operating costs have increased quite 
aside from any increases in traffic volume. In recent 
years there have been substantial increases in overating 
expenses, both for the railways and for competitive types 


of transport. One result of this is that there is less 
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need for the low competitive rates to hold the traffic 
for the railways since the cost of providing the com- 
peting transportation service has also increased, and the 
rates charged for it have likewise been increased. 

On the other hand, from the point of view of the 
railways themselves these cost increases have completely 
upset any former calculations of the rate which would be 
high enough to return out-of-pocket expenses of the rail- 
way. The out-of-pocket expenses of the railway are 
primarily those which relate to wages of operating crews, 
they cost of fuel... the cost: of rolling stock, etc... on 
which price increases have been large. On the other 
hand, the constant costs, which must be met even if a 
somewhat smaller volume of traffic is carried, involve 
many items on which increases have been smaller or on 
which there have even been declines on a per. unit. .basks . 
It is, of course, true that increases have occurred in 
both categories and that in both categories there are 
items which have relatively small encreases but. in 
general it seems clear that the largest increases have 
peen. in the BA eon velcer expense category... vt follows 
therefore that whatever increase in rates may be justi- 
fied on an average basis, the rate increase which should 
be applied on the competitive rates is a figure somewhat 
larger than that average. 

It is not possible to reduce to precise figures 
the cumulative effect of these changes in operating con- 
ditions, but it is the view of the Manitoba Government 
that these points should be drawn to the attention of your 
Royal Commission and that in preparing your recommendations 
you should take them into account. It is our view that 
your recommendations in this regard should be that the 


Board of Transport Commissioners should require that a 
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railway company, which finds itself faced with increased 
operating costs, should, before it is granted a general 
increase in its rates, make a careful review of all its 
low competitive rates to determine whether it would not be 
to its advantage to cancel some of its low competitive 
rates even though a loss in traffic might result. In 
other words, we feel that the railways should be required 
to seriously consider the advisability of allowing the 
traffic to go to competing forms of transportation because 
of the fact that the saving in operating expenses to the 
railways may well be greater than therevenue which would 
be derived if they were to establish rates low enough to 
keep the traffic for themselves. It is our view, however, 
that if this matter were given careful study it would be 
found that competitive rates could be raised Substantially 
above their present level in many cases without any sub- 
Stantial volume of traffic being lost, for the reason that 
the cost of transporting goods by other means have in- 
creased by at least an equal amount. 

THE CHAIRMAN: Q. Don't the railways know these 
things? Are they not watching it for their own interest, 
to raise rates when they can? 

Ay Witney Nave, been, continuously doing this sort of 
thing for the last couple of years, a series of--- 

Q. Why should they allow a so-called competitive rate 
to remain where it is if they can increase it without 
losing the traffic? 

A, That is one question that we have asked ourselves 
many times, why they have done it. We know they have done 
it. We have been trying to find the reason why. I have a 
few suggestions, but I have not come to a complete answer 
as 60 Jus.tiwhy.1t has been.done, but, the fact is it has 


been done, 
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@. You are sure of that? 
A. Yes, I feel very sure of that. 
MR SHEPARD: Will you go on, please, Mr. Moffat? 

A. This analysis has been developed in terms of com- 
petitive rates but it is our view that it is applicable to 
all rates which are lower than the general level whether 
those rates are technically termed competitive or whether 
they fall into some other category such as agreed charges 
or commodity rates. 

It is the belief of the Manitoba Government that 
a substantial number of competitive rates, agreed charges, 
and other special rates, are now in effect, which would not 
now be introduced if judged by the criteria which have just 
been discussed. 

Here are some of the reasons, Sis she Tec 
sentence: 

To a large extent, these rates are the result, 
in some cases, of the fact that they were initiated without 
due regard to all the circumstances and, in other cases, 
af the fact that the original circumstances are now 
materially altered. Such rates are particularly numerous 
in Ontario and Quebec and they are one of the important 
reasons why the level of rates in Eastern Canada is on the 
average, lower than in Western Canada. Our views on this 
point are discussed at some length in the chapter headed 
"Regional Considerations." 

The situation described above could not have 
developed if a closer check on all rates which deviate from 
thestandard class rates had been maintained by the regulatory 
tribunal. By adopting the recommendations made in this 
chapter as to equality of rates and the conditions under 
which departures from equality would be allowed, some 


guarantee would be provided that that situation would not 
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develop again. 

COMMISSIONER ANGUS: Q. What means of knowledge 
are open to the regulatory tribunal that are not open to 
the railways? 

Ae “None. 

Q. Yet you say the railways in their own interest 
would do these things? 

A. Yes. I think possibly the reason lies in this, 
that the railway prarete departments and the shippers are 
in constant touch with each other, and the railways are 
always attempting to stay in good relations with their 
Shippers, naturally enough. The result is that from the 
point of view of public relations it is much preferable 
for them to come to the Board and ask for a ten perrceny 
increase and get a ten per cent increase or whatever the 
figure is, and then go to all their Shippers and say, 
"Well, we are putting on ten per cent right across the 
board." Then they don't create any bad friends or create 
any disturbance with their shippers, and the thing runs 
along fairly smoothly, whereas the other method is a long, 
Slow process, makes a lot of bad friends, eae 

THE CHAIRMAN: Q. How often does that happen? 

A. Well, it certainly happened in the 30% case, sir. 
They came to the Board asking for a 30% increase, and after 
being held back very strenuously by the provinces they put 
on 15% on competitive rates, but it was after practically a 
year of litigation before the Board of Transport Commis- 
Sioners, rather than starting on the competitive rates 
Pope Gs 

Q. Well, we heard some complaints out west, too, 
where they had put rates up that they had previously 
brought down? 


A. Yes, 
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Q. On certain commodities -- complaints that they 
had done just what you say they ought to do? 
A. That is correct. 

MR SHEPARD: Mr. Chairman, I think Mr. Moffat 
did not state the fact quite correctly. 

MR O'DONNELL: No, I do not think so. 

MR SHEPARD: Well, just let me state it. The 
competitive rates were increased following the 21% judgment 
by 21%, and then following that the railways increased the 

competitive rates a further 15% at about the same time that 
they launched their second applicatidn for two things, 
(1) an interim increase of 15%, and (2) a permanent in- 
crease of 20%. I think that was more or less the sequence 
of how the competitive rates were increased with relation 
to the rate cases themselves. 

THE CHAIRMAN: They were increased then in the 
Same ratio, were they? 

MR SHEPARD: Immediately sPide wee 

THE CHAIRMAN: The 21% was added to the Aennede 
itive rates as well as to the standard rates; is that it? 

MR SHEPARD: That is correct, sir; and then 
following that the competitive rates were increased another 
15%. 

THE CHAIRMAN: And the competitive ratcs also? 

MR SHEPARD: That is what I say. The competitive 
rates were increased another 15% at the same time that the 
20% case started. The application was filed---_ 

THE CHAIRMAN: At the time that the case started? 

MR SHEPARD: Yes, sir. 

THE WITNESS: The second case, that is, sir, 

THE CHATRMAN: That is che case that has brought 
out so far an interim increase of 8%. 


MR SHEPARD: Yes, sir. 
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THE CHAIRMAN: But while that is going on there 
is an increase in competitive rates of 15%. 

MR SHEPARD: That is correct, sir. 

THE CHAIRMAN: Effective now. 

MR SHEPARD: Yes. 

MR EVANS: May I also add to that story, to have 
the record complete, that there were a very large number of 
competitive rates entirely eliminated and a great many 
individual increases in rates that are not included in the 
15%. That is to say, all rates, competitive rates, were 
increased, first by 21%, then by 15%, and then a lot of 
them overhauled and completely eliminated or further in- 
creases granted. So that is the story as it now stands. 

MR SHEPARD: And this was all done, I might add, 
Mr. Chairman, after the 30% application had been filed. 

MR O'DONNELL: And they were not allowed to do it 
before. 

COMMISSIONER ANGUS: Q. What you have just been 
telling me about the shall we say want of enterprise of the 
railways ey iene rates that they might raise is really 
consistent with what you said this morning, that you 
wanted to have the C.P.R. continue as a private enterprise 
because of its efficiency in competition? 

A. Well, so long as it is restricted to individual 
commodity rates, and so long as it does not fall on one 
region to the exclusion of another. That is a quite dif- 
ferent situation from one which develops over a period of 
years, with the result that one region on the average 
gets its rates substantially lower than another Perion, 
and consequently the western area returns a total revenue 
to the railways which in a form is compensating them and 


keeping up their over-all revenue which they are not 
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deriving in the other district. I think there is a fairly 
Sharp distinction between the public interest in seeing 
the over-all effect of these individual adjustments and 


a supervision of the detail in each individual case, 


( Page 8735 follows) 
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Q. What I meant was: I understood this morning, 
when I asked you why did you want the Canadian Pacific 
maintained as a private enterprise, the basic reason you 
gave me was: because of competition, the competition of 
an energetic private ente’ prise with the Canadian Natio: 
Railways? 

Bo ee Vea. 

Q. Now, I understand you are saying that the 
Canadian Pacific is not really efficient; that it has 
foregone an opportunity to raise its rates, thet it 
might have raised with advantage; and that therefore 
you would leave it to the Board of Transport Commission-= 
ers to make @ survey to keep up with it. Is that the 
picture? 

A, You are stating it in an extreme form, but 
yes, it might be; but just because it has not progressed 
in every respect does not mean that there is 
competition there. 

THE CHAIRMAN: Q. We have been told that the 
railways have increased these competitive rates. 

A, They increased them, but they only did so 
after they had taken the other proc ‘++, There was 
the question of the prices control regulations involved 
in there; but the other evidence is that when the 
20 per cent application came in, the proposal was to 
increase all rates by 20 per cent, except competitive 
rates. That was the application, and in a sense it 
would go back to the old situation again. 

MR. O'DONNELL: I do not quite agree with the 
facts. 

As I remember the situation, when the 30 per cent 
application was made, at or about the same time the 
railways undertook to increase their competitive 


rates, It was just about that time. 
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THE CHAIRMAN: You say that the railways undertook? 

MR. O'DONNELL: They endeavoured to do so, but there 
was strenuous objection from the provinces, So that, 
until the 30 per cent case was heard and disposed of, 
the railways were prevented from increasing their com- 
petitive rates. 

In the order following the judgment, -- you will 
find an order No. 2 which says: 

"Competitive rates below normal rates established 
to mect motor truck and /or water competition, 

or other form of competition, may be adjusted 

within the discretion of the railway companies 

and the express companies concerned in accordance 

with the situation existing prior to issue of 

Order No. 69612, dated October 17, 1947." 

THE CHAIRMAN: What order is this? 

MR. O'DONNELL: It is on Page 87, My Lord. 

I am speaking about things concerning which I 
have not refreshed my memory for some time; but the 
objection was made that the railways should not be 
permitted to raise their competitive rates. 

MR. FRAWLEY: YOu tell them why really. 

MR. O'RONNELL: No, you tell them why. I do not 
remember all the facts, 

The situation was: that until the entire picture 
was looked at, there should not be any increase in 
competitive rates, notwithstanding the fact that under 
the Railway Act the railways had been entitled to take 
them out and put them in, as they chose. | 

However, the respondents objected, and during 


the course of the case, the railways were precluded 


from acting as they were entitled to act. 
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When the Board rendered this judgment on 
the 30th of March 1948, it authorized the increase of 
competitive rates which were below normal rates; and 
some of them were very considerably higher than 21 
per cent plus 15 per cent. Some were raised considerably; 
and in the 20 per cent judgment, there is a reference 
to competitive rates in 3, in the order of the ohth 
of September, 1949, which is to be found on Page 30 
of the blue report. There, I read: 

"23, Competitive freight rates established to meet 
motor truck and/or water competition, or other 
form of competition, may be adjusted within 
the discretion of the railway companies con- 
cerned." 

So, until these two orders were issued, notwith- 
standing the fact that at a certain point the Wartime 
Prices and Trade Board order~ 98 terminated, the 
railways were not able to raise those rates. But, 
as soon as they could, they acted. 

THE CHAIRMAN: Did all the provinces protest 
against the increasing of competitive rates? 

Did Ontario for instance? 

MR. O'DONNELL: TI mean: all who were before the 
Board. 

MR. FRAWLEY: All who were before the Board, on 
the simple ground that, while the Board, at that time, 
was considering the whole rate structure of the 
Canadian Pacific and tthe Canadian National Railways, 
they should not be permitted to take out of the general 
Consideration of the Board this one kind of class rate. 

We did not argue that they did not have the right 
to do it. But we said they should not be allowed to do 


it at that time, when the matter was all sub judice. 
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But as soon as the Board rendered its judgment, 
the railways quite properly put these rates up, 

We were amazed that the railways should have tried, 
while the case was then being considered by the Board -- 
should have tried to increase these competitive rates. 

MR. CARSON: From September 1947 until April 1948 -- 
the application was launched in October 1946 for a 30 
per cent increase; and the hearings commenced in Fepruary 
1947. 

At that time price control was in effect. And 
while it was necessary for us to make our application 
to the Board of Transport Commissioners, then, with 
whatever approval they gave, we had to contemplate going 
to the Prices Board in order to get further approval. 

But in September 1947, the moment price control 
was removed, we filed amending tariffs increasing the 
competitive rates. 

It was then that the provinces == and I mean those 
provinces which were before the Board -= made their 
application to suspend these amending tariffs, and 
their application was granted, and we were not free 
to increase those competitive rates until April 1948, 
as &a result of that opposition. 

MR. SHEPARD: @Q. Now, Mr. Moffat, would you turn 
to Chapter 9, where you will find the heading: 

"Periodic Review of Rate Concessions" 

The corresponding page in the mimeographed section 
is Page 7, while in the printed version it is Page 117. 

A. This section, as the heading suggests is a 
discussion of the recommendation which we are making, 
that the Board of Transport Commissioners should establish 
Some sort of machinery for a periodic review of any 
rate concessions which it allows, in order that, from 


time to time, there will be a check to see whether any 
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of those rates are no longer necessary and should be 
brought back to the general level which applies in other 
parts of Canada. 

The chapter then continues with a discussion of 
uniform class rates, which would form the basis of 
the entire rate structure, which is being advocated 
in this chapter. 

Q. I understand it is your intention to read 


that next section and the one following, right to 
the end of the chapter? 
A.» YES. 
* THE CHAIRMAN: «There are two headings Following 


"Transcontinental rates", "Agreed Charges" and 


"Mixing Privileges". 

THE-WITNESS: Yes. 

Periodic Review of Rate Concessions, 

If these principles are to be applied by the 
Board of Transport Commissioners, some System is 
required whereby the Board can maintain a more 
careful review of these substandard rates. One sug-= 
Gestion to achieve this purpose is that no special 
rates should be allowed to go into treat without 
first being scrutinized and 2pproved by the Board of 
Transport Commissioners. This Suggestion was made 
by several witnesses at the various regional hearings 
in the West and almost invariably the response of 
railway counsel was to the effect that this would 
create such a complicated procedure as to seriously 
retard the normal processes by which rates are set. 
The implication was that the administration of rate 
setting on that basis would be a task of such mag- 
nitude as to prevent the railways from being able to 
use special rates where warranted by special conditions 


with the speed necessary to get the traffic. 
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It must be admitted that anyone outside the actual 
railway field cannot be sufficiently familiar with all 
aspects of this question and with the details of the 
aiministrative practice involved, to be able to offer 
a final opinion. At the same time it may be suggested 
that there is a temptation to over-emphasize the 
magnitude of those administrative problems. Once a 
procedure is established whereby certain specific tests 
are applied to each proposal for a lower rate, it should 
be able to operate quite quickly and. to apply such 
tests to a large volume of business. The railways say 
that they themselves are applying tests of an essentially 

nature 
similar/in these cases. If so they must have an 
administrative practice which will handle the number 
of cases (which arise; It is our understanding that 
in practice such matters are handled in substantial 
measure by the Canadian Freight Association and we 
can see no reason why the Board of Transport Com- 
missioners could not act as quickly as the Freight 
Association. If, on the other hand, the railways argue 
that the present arrangement between the railways 
and the Freight Association is not applying tests 
of this type, then that is equivalent to an admission 
that no adequate criteria are being applied at present. 

Railway Counsel neve, the number of tariff changes 
in recent years very useful in demonstrating the 
tremendous size of the administrative problem here. 

But it should be pointed out that the figures of the 
past few years are not representative of che period 
before that, nor are they likely to be representative 
of any fairly normal period in the future. In the 
first place, there have been in recent years, a large 


number of general increases, poth in the domestic rates 
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such as the 21 per cent increase, and the 15 per cent 
increase in competitive rates, and also in the inter- 
national and related rates in which increases have been 
applied on each occasion when the United States rates 
have been increased. Since July lst, 1946, there 

have been no less than eight general increases in the 


United States rates, each of which has had an impact 


On our international and related rates. 

There are two points to which we would like to 
draw your attention in this regard. In the first place 
there is little likelihood that changes will occur 
so frequently year after year in the future. What is 
more probable is that once the need for general freight 
rate changes disappears, the numbers of new tariffs 


which will be filed year by year will be reduced greatly, 
and with a greater measure of control over the granting 


of special rates, a further reduction may be expected. 
Secondly, the present procedure is such that it 
tends to magnify the administrative problem. The pro- 
cedure in these percentage increase cases has been 
that when an increase of,for example,five per cent, 
is authorized, the railways issue a new supplement 
for each of their tariffs dealing with rates in the 
category covered. The result is that an increase of 
say five per cent is reflected in the record of the number 
of tariffs filed by a figure which represents a supple- 
ment for each individual tariff concerned. When in- 
creases of that sort occur, four or five times during 
a year, it makes a very impressive list of tariff 
changes, whereas, in fact, there have only been four 
or five real changes. It is our view that a much less 
Complicated method of filing these tariff changes 


could be worked out and it is our further view, and 
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this view will be elaborated later in the chapter headed 
"Simplification of Rates and Tariffs", that a new method 
of issuing tariffs could be worked out which would greatly 
simplify the interpretation of Tarii fs so: that “the public 
could more readily understand them, and at the same time 
eliminate a good deal of the problem involved in the 
great number of tariff changes. 

Even after all possible Steps to simplify the tariffs 
and the methods of changing tariffs, it may be that there 
would still be too many changes to be handled on the basis 
of a review by the Board of Transport Commissioners in 
each case, before the tariff becomes effective. We do 
not believe that would be the Situation but if it is, 
then our suggestion is that the railways should be 
authorized to introduce tariffs of this type on a 
temporary basis for a Specified period subject to review by 

she Board in the meantime, and that the Board should 
establish a procedure for periodic review of tariffs 
applying the criteria which are appropriate to each. 
A process of trial and error would make it clear as to 
what period of leeway was necessary to make Such a scheme 
administratively possible. 

It will be obvious that the application of the above 
principles would result in a much Simplified rate 
structure based on a system of uniform class rates with 

all other rates subject to the above tests as to their 
validity. This aspect of the matter is discussed at some 
length in the chapter on "Simplification of Rates and 


Tariffs". We propose to devote the remainder of the 
present chapter to consideration of four specific 
cases in which the present rate structure does not 
conform to the above principles. 

Uniform Class Rates. 
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respect to class rates. In Western Canada the largest 
volume 
v of class rate traffic moves on what are known as dis= 

tributing class rates. These rates apply on all traffic 
outbound from certain of the larger cities which have 
been designated as distributing points on inbound 
traffic from the smaller centers to the "distributing 
points" and on traffic between two smaller centers the 
shipper pays standard mileage rates which are about 

17 per cent higher except where some special rate 

has been introduced to meet a particular compe titive 
Situation. These standard mileage rates also apply 

to the movement northward from the border of a large 
proportion of the traffic moving in from the 

United States. For example, farm machinery coming 

in from the United States pays standard mileage rates 
from the border to its destination. In Eastern Canada 
&@ somewhat similar situation exists except Paes cine 
"town tariffs" which are the eastern equivalent of 

the distributing rates, apply both inbound to and 
outbound from the distributing points. There is the 
further distinction that in eastern Canada the number 
of designated"distributing points" is much greater. 
Furthermore, the standard mileage rates in Western 
Canad’ average about 3.6 per cent higher then the 
standard mileage rates in the east and a corresponding 
difference exists between the distributing rates and 
the town tariffs. 

It might be well to put the references there 
into the transcript. Exhibits 324 and 325 in the 


“il per cent case were filed to illustrate those 


differences. 
It is the view of the Manitoba Government that 
these variations in the method of applying class rates 


cannot be justified in accordance with the criteria 
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Outlined above. In other words, we feel that your 
Commission should recommend that standard mileage 

Class rates, distributing class rates, and town tariffs 
Should be consolidated into a Single uniform basic 

class rate structure applicable to all parts of Canada 
and that any deviations from that uniform pattern should 
be treated as exceptions subject to the tests which have 
already been suggested. 

Obviously, a vital question in this connection is 
that of the level at which this new standard class rate 
structure ‘is to be established. We do not have access 
to the data necessary to make a specific and detailed 
recommendation in this regard but it seems to be 
Clear that the town tariffs in Eastern Canada move the 
largest volume of any of the rate groups involved in 
this suggestion. There would therefore seem to be 
considerable merit in suggesting that the level of 
the town tariff rates should be used as the basis 
of the new uniform rate structure. If . that were 
done it would, of course, mean that the rates would 

be reduced for the traffic which now moves on standard 
Mileage class rates and on distributing class rates. 
The resulting loss of revenue to the railways would 
then be reflected in the general calculation as to 
the adequacy of railway revenues. Our suggestion 
therefore is that your Commission should recommend 
the establishment of a uniform basic class rate 
structure at the level of the present town tariffs. 


This does not, however, mean that we advocate the 

use of ,jthe town tariff scale for each mileage. Rather 
we favour the general level of the town tariffs. 

In the section cealing with rates as related to 
distance, we give, in some detail, our criticisms of 


the rates of taper which are embodied in the present 
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Eastern standard mileage class rate scale and which 
underlie the town tariff structure. 

We have already expressed our views as to the 
criteria which should be applied by the Board in de- 
ciding whether some rate lower than the normal rate is nen 
Ouived jin ae particular situation ; 

THE CHAIRMAN: Are there many of these? 

oa Many of which? 

Q. You say that these criteria should be applied 
periodically to each such rate. How often does that 
mean, periodically? 

A. That was discussed in the section which I 
did not read. 

Q. I see. 

A. It may be that we could go back and read it. 
I thought we would get through a little faster. 

Q@. Do you suggest any time, yearly, or what? 

A. The suggestion was that they should consider 
the possibility of checking them all in advance. But 
if that turned out to be too big an administrative 
problem, then they should try a check -- I think the 

Suggestion was, every six months; and then, if it 
was found to be too heavy an administrative problem, 


it should be varied accordingly. 


It its more or less a suggestion of trial and error, 


to gain some experiencs as to how much work would be 
involved in doing it, before there is any. suggestion 
as to how frequently a periodic check should be made. 

Q. It applies only to rates which ‘are lower than 
the long rates? 

A. Yes, but there would be a very substantial 
number. 

Q. We sometimes hear a reference to millions 


of rates. Would that expression apply here, Mr. O'Donnell? 


wera i 


Ait), 
tne aa he ae 
aie ube bess efeox 839% 
al Tan etut uate” ‘se 


} a ibe 
ott of 88 Svolv ‘HO bnen ital 


nah «i brand odo ya betig y75 ed. stues: son wis 
| * ; 7 ’ 
af gpac femtom eds ety, tiewol aie ‘eae carts ato sto 


Mottavtie taigs re Ay A ore ‘yontap 
att 7 ts 7 ab 
‘a > 7 + 
Be MY fences To vaem etedd eth © + WAMHIAHY ager ee 
\) ay “ ; a lak ( bn 


ee | ee idotdw to yaeM <AT) 
7 a > P ’ : Ss x igen, ard ~*~ aed: ro i] 
fetflaqge ed Eiygorts orierita efend osny The #OY* 1 | | 
\ ' , . ny ei 

Ae edd dood neste well. . adm: dove dose of seaeidincs ih 
fe | | yffeotbotseg ynsem  ~ 


. ‘ wy rte I aaron yee ae os! : 
[ Aolae mektoae acy nt Boesvoelb enw Tent vA 9 | 


, bee fon bE | 


a" fi 
¢ mm ' 
Sa 5 \y f 
* oe ave ott net o z ‘ 
¢ fe . Lait ] 19) ‘ nee ral é riz n Lik + i » i 
* 
ie sae yett i & Ff Pon nee od ck 5 wy  #B T porsay ester ts f < 
- y oe a cS 2 > de ; bs Se oe) iCs*k ~ by 4 ant oS kd eo oy . 47 Os cd 
: - 
7 be nr * ; 
e i : fee cet foe tbo Toe + een Aer G esrytr (yt . : 
ie TO ge VA 4 1 Tre FVBaq ae LOY vu ep ri 5 
re ws TP » mas LL & ~ atte. TT) a 
™/ &e ame taitracea (weet 6s ee oF tty e A AES cee eh APA 
: bie LID ES rr - meek, be . si EG a4 {aul < . od 48; oe ~ il Ke le = * ‘ . ; 


. 
* 
AM 
* 
> 
&: 
2 
— 
— 
c 
so 
s 
hk 
— 
re 
a. 
da 
oe 
4 
’ 
“~* 
ed 
- 
‘* 
e 
; 
[=a 


] Ww 
to vttfiidteeod act a 


. - 


. t curvy a P anh. 4 te © Pr a “ + rr Fucretere , at + 
evttortakertmhe os nid cot 6d of tuo Bente? Zane Bie 
‘ at : ow ae : ae f of ~ Sold SP ae nial sh ions ela . poll « d 

. am? WAL AS E we MO SETS :. rst Divodne Fenny: Weare ~<e of ony 


yy ieee . a | a re = we 
‘t th (redid boas pertnom xfte yisews ,eawW oie gouge ~ 
‘ 3 ‘ })) : i 


ae a] 

BY {ioe Pe 

. a3 “ a. on = “ r aL we ve | oa 5 4 ce 4 ae : f Vi 
4 ie Patong av LSEMTTS tir i she ea YV¥sern ood 95 Ov pwsero'? Baw | i fi : 

1 . ‘ - 
vt - “ay a 
{ 

: 


-tinsnibtoooa beitay ed pitrode 9 df nl 
RTA 


: 
7 “TV Pum . Y —S I ie - de ra = ~ ae 
. its Bae felt? to motdessaue @ Baal To eso ef a2 


‘ . . y Pivow Wow fous wor of ta “tonmeltequws ana? antsy at : ide 
we sont ti aeetie Yas eat etek swrate? .t) antod at beviowss 
: ,sher. of bivode aootls scifi itag s TTiteupent wort oF aed - ; 

' madd tewol srs tei icdw esetat of chine eekiqqe Ft ow 
; ‘Seeder prot eet 


iatinetedue, yiaw 6 e¢ bIiwow emery at ok 


\" 
| ? 
‘- q 
i . 


a? , 
AU - 
7 
a : 
a 
Nels eae 


Ve 
ie 
, 


i cant hen, of eanere la. 4 
hpeamet" > «ahh 


Hives Ay) 


ree s j 4 


~ 8746 - Mr. Moffat 


MR. O'DONNELL: There are quite a few of them. 
I do not know how many million but there are Quite 
@ few. They would have plenty of homework, I think, 
on Mr. Moffat's proposal, 

MR. SHEPARD: Will you continue please, Mr, 
Moffat. 

THE CHAIRMAN: Q, Well, it is a practical 
Question: whether it is possible to get this periodic 
review of all these rates. 

A. We make two Suggestions in the final chapter. 

We make some suggestion as to Simplification, 
which we think would help considerably. And the 
Second suggestion is: that it be on a trial and 
error basis, to see how big an administrative problem 
is involved, before there is a firm decision, to 
See how those rates would have to be examined. 

The important point is: that it should not be 
allowed to carry on indefinitely without a review at 
ck I 

We have also stated that we feel that these 
criteria should be applied periodically by the Board 
to each such rate for the purpose of discovering 
whether circumstances have changed in the meantime. 
In our chapter on'"Regional Considerations" we deal 
at some length with the situation respecting com- 
petitive rates in Eastern Canada. There are two 
other groups of rates to which we would like to 
Call your attention at the present time, namely, the 
so-called transcontinental rates and the rates 
provided under the agreed charge provision. 

Transcontinental Rates 

The matter of transcontinental rates was dis- 
cussed by Premier Campbell in his brief presented 
at Winnipeg. There is a lengthy quotation from his 
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brief which reads as follows: 
"I would like to mention the effect which the 
the rate structure of the railways has had 
in the formation of the industrial pattern in 
Canada. We are all familiar with the central- 
ization of industry in the Eastern Provinces, 
the comparative lack of industrial development 


in the Prairie Provinces and the fluctuations 


in the prairie economy resulting from its 
predominant dependence on one major industry, 
agriculture. It is our strong conviction that 
certain features of the freight rates structure 
have acted in no small way to slow down the 
development of a potentially large field of 
industrial activity in the prairies. In particular, 
the so-called transcontinental rates have, in 

our view, given Eestern Canada and the Vancouver 
area an unjustified advantage which is not 
available to manufacturers and distributors 

in Winnipeg. The effect of these transcontinental 
between Eastern Canada and Vancouver is to 
establish rates for the long haul in either 
direction at levels which are not materially 
different from the rates for the shorter haul 
between Winnipeg and Vancouver or between 
Winnipeg and Toronto. In fact, ina few cases, 


between Toronto and Vancouver rates are actually 
lower than the rates between Toronto and 
Winnipeg. Whatever may have been the origin! 
justification for these rates in terms of 


competition with water transport through the 


Panama Canal or with American railways, it 
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is our view that conditions have now changed to 

such an extent that the transcontinental rates 

should be substantially increased if not eliminated 
entirely. We would not, however, propose that 

this should be done without a full review of 

the whole situation and without an opportunity 

for those interested to express their views 

to a public body acting under the authority and 

in the interests of Canada as a whole.’ 

THE CHAIRMAN: Q. This might be a good time for 
me to inquire: what became of that ship? 

MR. FRAWLEY: That famous ship which scared the 
railways so much. 

MRa. O PDONNBUD SC think Yt Sse stiatl runnine:. 

MR. BRAZIER: One clears from Montreal next 
week, 

THE CHAIRMAN: Just so long as we are sure it 
isnot & phantom snip. 

MR. O'DONNELL: No. I saw several sailings of 
it advertised. 

MR. FRAWLEY: I think that Mr. Brazier goes down 
at every departure and then runs out to Vancouver to 
meet it. 

MR. O'DONNELL: It is the only way he can hold 
his rates down. 

MR. EVANS: I have been told that there have 
been four sailings west-bound this year, so far this 
year. 

THE CHAIRMAN: So long as we know it is not the 
"lying Dutchman. " 

THE WITNESS: | At the regionel hearings in Winnipeg 
these rates were discussed in general terms in the 
briefs presented on behalf of the Winnipeg Chamber 


of Commerce and the Manitoba Federation of Agriculture, 
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is our view that conditions have now changed to 

such an extent that the transcontinental rates 

should be substantially increased if not eliminated 
entirely. We would not, however, propose that 

this should be done without a full review of 

the whole situation and without an opportunity 

for those interested to express their views 

to a public body acting under the authority and 

in the interests of Canada as a whole." 

THE CHAIRMAN: Q. This might be a good time for 
me to inquire: what became of that ship? 

MR. FRAWLEY: That famous ship which scared the 
railways so much. 

Mie Oo DONNER ULe * Coun Vols’ still running. 

MR. BRAZIER: One clears from Montreal next 
week, 

THE CHAIRMAN: Just so long a8 we are sure it 
Us nou a Olencon, SOD. 

MR. S'DONNELL: No. I saw several sailings of 
it advertised. 

MR. FRAWLEY: I think that Mr. Brazier goes down 
at every departure and then runs out to Vancouver to 
meet it. 

MR. O'DONNELL: It is the only way he can hold 
his rates down. 

MR. EVANS: I have been told that there have 
been four sailings west-bound this year, so far this 
year. 

THE CHAIRMAN: So long as we know it is not the 
"lying Dutchman. " 

THE WITNESS: At the regional hearings in Winnipeg 
these rates were discussed in general terms in the 
briefs presented on behalf of the Winnipeg Chamber 


of Commerce and the Manitoba Federation of Agriculture, 
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and their effect on the growth of small industries 
in Menitoba was illustrated in the case of vegetable 
Oil production by Mr. Friesen of the Altona Vegetable 
Oil Cooperative and in the case of dry cell batteries 
by Mr. Parr of Ray-O-Vac Canada Limited. 

Since the Winnipeg regional hearing it has come 
to our attention that action had been instituted by 
the railways looking toward a substantial increase in 
the majority of these transcontinental rates. Ap- 
parently the intention was that each of these rates 
should be raised up to the level of the rate charged 
for shipments from Eastern United States to Seattle. 
For some reason, which is not clear to us, these proposed 
increases have not been into effect. In the meantime 
American rates have been still further increased. 

THE CHAIRMAN: What do you mean by saying that 
", . . action had been instituted by the railways 
looking toward a substantial increase in the majority 
of these transcontinental rates"? 

A. I was going to elaborate on that. 

This is one of the problems that we on the 
provincial side, have had in this case; it was to 
find out what was really happening. 

I am certain that I have not been able to discover 
what has happened to these transcontinental rates. 

Q. You say that “action had been instituted". 

MR, EVANS: I would be glad to help my friend, 
Mr. Moffat, Those increases have been put into 
effect, which he speaks of as not put into effect. 

THE WITNESS: I was going to explain the word 
Tine tituted | 

The first we heard of it was in the form of a 


mimeographed bulletin put out by the Toronto Chamber of 
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Commerce. It came to us more or less by accident; 
and it was to the effect that something of this sort 
was being done. 

I have never, until this minute, been able to 
find out what was happening. 

MR. EVANS: Q. Did you ask anybody? 

A. I asked people in Winnipeg, such as the 
Secretary of the Chamber of Commerce, who is in touch 
with the railways, but he could not find out. 


MR. O'DONNELL: Our information is that from 
September 1, 1949, they were put into effect. 
THE WITNESS: I am not surprised at all. It 


is not the first time that we have had difficulty in 
finding out what the situation was with respect to 
rates. 

MR. EVANS: The tariffs were filed in July, and 
they hecame effective on the lst of September. 

THE WITNESS: The justification ordinarily advanced 
in defence of the Canadian transcontinental rates is 
that they are necessary to prevent the loss of traffic 
to water transport from Montreal to Vancouver via 
Panama. In accordance with the criteria which we 


Lt 
have already discussed, we feel that,is proper for 


MA 
the railways to meet such competition provided that 
1. The competition really exists or the threat 


of competition is real and urgent; 
e. The rates charged by the railways are not 
lower than would be necessary to meet 


the competition; 
3. The rates charged by the railways are 


sufficient to meet their out-of-pocket 
BOs GS 
You will notice that 2 and 3 are the same as 


those suggested by Mr. Walker; and that No. 1 is 
added in as @ point which would have to be decided: 
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THE CHAIRMAN: Q. When the ship comes in? 

A. When the ship comes in, in the Vancouver case. 

COMMISSIONER ANGUS: @. You exclude potential 
competition? 

A. Well, it its another one of those cases you 
cannot specifically define. As long as there is 
real potential competition, I think it would have to 
be recogniZed. 

These are presumably the same criteria which are 
followed by the railways of the United States and yet 
the United States railways have put into effect very 
Substantial increases on their transcontinental rates. 
It is our view that as a minimum, the Canadian 
transcontinental rates should be raised up to the 
level charged by their most serious competitors for 
that traffic, namely the railways of the Northern 
United States, and that studies should be instituted 
to see whether a rate, as low as that can be justified. 


Q. Justified by the Board of Transport Commissioners? 
A. It would have to be by the Board of 


Transport Commissioners; although it might take the 
form of a recommendation from this Commission. But 
certainly the study would not be made by this Commission. 

MR. SHEPARD: Q. And the next heading is 
"Agreed Charges"? 

A. Agreed Charges 

In 1938 the Transport Act provided that notwith- 
standing the provisions of the R@ilway Act, a railway 
could make agreed charge contracts under which the 
railway would grant special low rates to any shipper 
who would agree to give the railways a specified 
part of his total shipments. This provision was 


designed to give the railways a weapon to protect 


themselves against truck competition. The argument was 
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that under an ordinary competitive rate a shipper 
could have the advantage of railway transport during 


the winter when operating conditions are bad and 


could then use trucks during the good operating season. 
The railways were to be able to offer a lower rate 
provided the shipper would agree to use railway 
facilities on a year-round basis. Quite extensive 
provisions were included in an attempt to prevent 
abuse of these arrangements including a provision 

that the Board can institute a similar rate for any 


competing shippers who are discriminated against by 
the agreed charge. 


In practice, this system of agreed charges, 
has led to misunderstandings, and ill-will between 


groups of shippers and between shippers and the 
railways. One point is of particular concern to 


those who have been active in the recent froight rate 
increase cases, namely the fact that when an additional. 
fifteen per cent increase was applied by the railways 


to competitive rates, no such increase was applied 
to agrsed charges. 

The first submission of 7 Mand tobe Government 
on this subject is that your Commission should re- 
commend that agreed charges should be subject to 
the criteria suggested by Mr. Walker as applicable 
to competitive rates, namely they should be no 
lower than is necessary to retain the traffic and 


no lower than @ level which will return to the 


railway something more than the out-of-pocket cost 


additional 
of the service. NS OGA ey GRIT aoa des or special 


conditions might be required, it is clear that 
from the point of view of the railways themselves, 
the minimum level for agreed charges should be 


determined by the same criteria that apply to 


competitive rates. 
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Our second submission in this regard deals with 
the provision for extending these rates to a competing 
Shipper if the Board finds that he will be unjustly 
discriminated against if he does not get the rate. 
T@rpapply Lois; princivie an practice, it is necessary 
that all shippers who might be adversely affected 
Should know about the rate and should be 1a DOS iE. On 0 

“SS€SS its effect upon them. The Act provides for 
publication of the agreed charge for the purpose of 
informing those who are interested, but in practice the 
result has been that only the larger companies whose 
business is sufficient to justify them in paying the 
cost of a traffic specialist can keep themselves in- 
formed and adequately assess their position. 

THE CHAIRMAN: Why does that situation exist? 

You see, the Act provides for publication of the 
agreed charge. Are the provisions for publication not 
Sulti¢cient? 

A. . They are not sufficient in’ the sense that 
certain peopie do not hear about them. But more 
important than that, the whole, structure is so come- 
plicated that, except for a rate specialist, a rate 
traffic person, no one can assess what the effect of 
an agreed charge may or may not be on another firm. 

And outside of the very largest industries, there 
are very few organizations who have available to them 
the service of a person with sufficient training and 


experience. to deal with it. And iniaddition,, .the 
cost facter makes it almost impossible for a smaller 
organization to either retain such & person, or to 
secure outside assistance. 


Q. Who would go about ascertaining what other 


shippers might be prejudiced or adversely affected? 
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You say: 
fea thas) necessary that aid shippers who 

might be adversely affected should know..." 

A. Our suggestion here is that this agreed 
Charge provision should be changed materially, and 
that it should be made into a competitive rate 
Situation really and handled in the same way as the 
competitive rates; that is, to have the rates 
published and available to everyone without going 
through this process and applying for the rates. 

If the rate is reduced at Siete SnOouLonpe 
generally applicable, and not restricted to the 
particular firm which makes the application. 

MR. O'DONNELL: I would like to draw attention 
to the regulations of the Board of Transport 
Commissioners which provide that the agreed charge, 
or notice of the application,shall be published in 
the Canada Gazette, firstly; and then there is a 
list of eighteen separate Boards of Trade and 
Chambers of Commerce which are set up in the 
regulations, and the 19th heading under the 
regulations is -= but I shall read from the regulations 
as follows: 

"Appendix C of the regulations. 

List of individuals or organizations to whom 

copies of notice (Appendix B}, end*eopies of 

agreements shall be mailed.’ 

There are eighteen Boards of Trade and Chambers 
of Commerce, manufacturers! associations and the 
Transportation Commission of the Maritime Board of 
Trade, among others, 

Under heading 19 is the following provision 


regarding persons to whom the copies of agreement 


and the notice shall be mailed: 
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"19: To such other companies or organizations 

known to be engaged in the same line of business 
and whose business is located or operated in 

the same general territory in which the proposed 

agreed charge is to operate." 

The regulations certainly provide for giving 
the widest publicity to these agreed charges. 

THE CHAIRMAN: Who carries that out? 

MR, O'DONNELL: Those are part of the requirements 
under the Act, and one must establish, to the satis- 
Faction of the Board, that all these things have been 
done. 

THE CHAIRMAN: The railway must establish it? 

MR. O DONNELL: The officers of the Board have 
the records which would show that these things have 
been complied with. | 

THE CHAIRMAN: By the railways? 

MR. O'DONNELL: Yes, or by the interested parties. 

And as to agreed charges, the Board of Transport 
Commissioners has to approve each one of them. And 
one of the essential things they look at is the 
revenue position of, the. carrier’ 

Before any agreed charge can be put into effect, 
it must have run the gamut of an examination by the 
Board under the provisions of Part 5 of ,the Transport 
ACG, Swhnich Act says, in section’ 35, sub-section 13: 

"13) On any application under this section, the 

Board shall have regard to all considerations 

which appear to it to be relevant and, in 

particular, to the effect which the making of 
the agreed charge or the fixing of a charge 

4s likely to have, or has had, on, -- (a) the 


net revenue of the carrier; and 
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(b) the business of any shipper by whom 
or in whose interests objection is made 
to approval being given to an agreed 


charge, or application is made for approval 
to be withdrawn." 
That is the very thing this brief purports 


to deal with, some check or other under the 


Actas it stands. 

At the present time there is ample check, 
because an agreed charge has no validity until 
it has been approved, and I submit that the regu- 
lations are juite ample at the present time. 

THE WITNESS: It is not a question of notice 
to the interested parties. It is one thing to 
see a notice in the Canada Gazette. It is another 
thing to understand it, and it is still a further 
thing to have some one come down to Ottawa and 
make a case which will carry through. That is 
something that small firms just cannot do. 

They may know about it or they may not. 

MR. EVANS: It is just plain nonsense. 

There are many cases where individuals come in 


and there is never an objection raised. 
THE CHAIRMAN: Do you know of any case of 


Lats tsort? 

A. We have had one example fought out at 
great length at the Winnipeg hearings, when 
Mr. O'Donnell and the man from Ctnadian Oils 
practically re-argued the hearing: 

THE CHAIRMAN: Had the persons who appeared 
at Winnipeg to protest, already protested to 
the Board? 

A.M LOne year ne was 4 moderately large 


firm and he had made a special study of rates 


for some time. His firm was big enough to get 
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him technical advice and to pay his expenses to come 
Gown here. That is quite different from your smaller 
or local. Industries. 

Q. But still he was not s@tisfied? 

A. He was not satisfied, no. That was perfectly 
cVear. 

But if it is true that the small man, simply 
by coming down here and making his protest will get 


concessions, then why should he not get them auto- 


matically to begin with? 

Why should it be restricted only to the fellow 
who accidentally happens to hear about it? 

Why shouldn't he get it, in the first place,and 
deal with it just as an ordinary competitive rate? 

COMMISSIONERS ANGUS: @Q. Are you not comparing 
a hypothetical small man who has a good case with 
a big shipper, who has a case which is not so good 
in the judgment of the Board of Transport Com- 
missioners? 

A COT Sao vnob Lknowe  aledounotuthink sox 

MR. EVANS: The position, from the railway point 
of view, in these cases, will depend upon: 

(a) whether there is real discrimination against 
the person complaining; and 

(b) whether he is willing to make the seme'contract. 

If he is not willing to make the samc contract, 


obviously he should not get the same rate. 


MR. O'DONNELL: That was the case with a man 
in Winnipeg. 


THE CHAIRMAN: I still think that something should 
be done 2bout it, and that agreed charges should be 
abolished altogether. 

THE WITNESS: The suggestion is that they 
should be made subject to the same conditions as 


competitive rates; particularly, that they should 
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be made available generally, rather than to be handled 
as a separate category. 

MR. SHEPARD: Q. Very well, Mr. Moffat, will 
you proceed with your brief? 

A. It is the view of the Manitoba Government 
Bhat ah is wrong in principle. to provide thet a 
discriminatory rate of this sort’ can be instituted 
for a particular shipper and then extended to those 
who hear about it and protest. Rather, the principle 
should be that the rate is automatically available 
to all who ship the same type of goods under sub- 
stantially similar circumstances. 

COMMISSIONER ANGUS: Q. Does "substantially 
similar circumstances" there mean making a similar 
agreement, or is it suggested that it should be 
open to everyone without conditions? 

A. I have not thought ahead to the answer of 
that. particular question. 

THE CHAIRMAN: @. You see, the party agreeing 
acpees tO ship s.ild of his. products .orue specified 
percentage of them by the railway? 

AmwtyYss. 

Q. Now, do you say that because he has done 
that, anybody else who wishes to ship the same 
product ought to be able to ship it without being 
pound to do anything in particular, and being free 
to ship by truck the next day? 

As The basic principle, of) the Railway Act always 


has been that volume was not a factor, and that the 
man who shipped one car was the same as the man 


who shipped one thousand cars. 
O.. ThisrsAct..sppeeks, for. itself, andii ids: on 


the same basis as the Railway Act? 
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but the idea that everybody should be on an equal 
footing has been built through the other Pearnts oF 

the Act. It is part of the position we are advocating 
here. 

Q@. I think what you are advocating really means 
that the agreed charges should be abolished. 

A. That is what it comes to, very closely. 

Q@. Then if a shipper wishes to have consideration 
of a special kind,. he should prevail upon the railway 
to put a competitive rate into operation in that 
area? 

A. Yes. 


Q. A request which the railway might or might 


not accede to. I do not see how else you could get it. 
If you keep on refining, you lead away all the intention 
of that statute. 

A. Yes, as a practical result. 

Q@. Because one man by agreeing, himself, to 
give all his business to the railway, or a specified 
portion of it to the railway, gets a certain rate; 
then, all other persons who ship the same commodity 
should get the same rate? 

me Ps*not’the condition restricted to the 
same locality? 

Q. Whatever it is, the commodity, that is 
right. 

Rigs feees.. 

Q. Apparently you think that these agreed 
charges should not exist at all? 


Ao od WOULE Hate tO. 20 that Tar. But certainly 
I think there should be some method worked out to 


eliminate the fact that they are only available to 


the bigger firms in practice, and,secondly, to 


eliminate the fact that they stayed down, when some 
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Other rates went up. 

Q@. The way, I think, you have it worked out ne. 
that the only man who would be bound to do anything 
in consideration for the lower rate would be the man 
who made the agreement; and that 211 other shippers 
of that commodity would be free. 

A. He would, presumably, not be getting anything 
which he would not get under an ordinary competitive 
rate anyway. 

Q@. Then, if you abolished it, you come back to 
competitive rates. 

A. Yes, because, as @ minimum rate, it would 
presumably be set by the same criteria which would 
be applicable in a competitive rate. 

CUBS Git ei cc lfon ahaa 

MR. SHEPARD: I think the Manitoba position does 
come to what You suggest, Mr. Chairman, namely, that 
commodities now carried by agreed charges would 
become carried under competitive rates; and that, 
by logic, it would necessarily follow that agreed 
charges should be abolished. 

THE WITNESS: The last paragraph practically 
suggestS that same thing. 

MR. Sap ANSE beyae) WL irvyou carry-on. 

A. It may be said in reply to these criticisms that, 
in fact, they are all provided for in the present 
legislation and that we are advocating nothing new. 


If, in fact the agreed charge provisions are applied 


in the manner which we have advocated, and if the 
publicity provisions are adequate, then it is our 
view that in their essential characteristics, agreed 
charges are simply another form of competitive rate 
If so, we can see no advantage in re t@ining the 


distinction and we can see real danger that the 
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retention of the distinction will continue to produce 
bad feeling in many quarters and real hardship for 
smaller shippers who either cannot take advantage of 
agreed charge provisions or can only do so affer in- 
curring costs for representation, etc., which are out 
of proportion to the size of their business. 

Q. The next heading, Mr. Moffat, is the section 
on "mixing privileges". Would you deal with that. 

A, Mixing Privileges 

The final matter with which we wish to deal in 
this chapter is that of the difference between the 
mixing privileges allowed on shipments in Western 
Canada and in Fastern Canada. This is @nother,. 
matter upon which it is our view that your Commission 
Should recommend that a uniform practice should be 

eg tablished in all parts of Canada. The arguments 

on both sides of this issue have been presented at 
Considerable length in various submissions at the 
different regional hearings. It is therefore not 
necessary to repeat them at this time. One point 
requires emphasis, however, namely the fact that in 
past decisions on this matter, the Board of Transport 
Commissioners has been guided very largely by the 


views expressed by those who appeared before it. 
Unfortunately, in an issue of this type appearances 


before the Board tend to be restricted to the re- 
latively few large organizations who derive benefit 
from the restricted mixing privilege in Western 
Canada. On the other hand, the relatively large 
number of individuals and smaller firms who are 
adversely affected by the present arrangement are, 
as in so many other matters, under a severe handicap 


in making their viewpoints known. 
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It is our view that if the present Fastern 
mixing rule were applied throughout Canada, the 
competitive position of the larger wholesales would 
not be materially altered whereas there would be 
some benefits to consumers, and to smaller dis- 
tributors and manufacturers. At the same time, 


an important source of irritation and bad feeling 
would be eliminated. The effect upon railway revenue,,. 


would, in our view, be negligible because at the 
present time a relatively large proportion of the 
traffic concerned is already being moved at carload 
rates although the shippers are paying higher charges. 
The difference is being absorbed in many cases as 
the cost of operating forwarding agencies who arrange 
and handle pool car shipments. 

THE CHAIRMAN: If any questions arise out of 
these paragraphs we can take them up tomorrow morning. 

MR. FRAWLEY: I would like to place on the record 
& citation of the decision of the Board of Transport 
Commissioners when the provinces applied to suspend 
these competitive rates in 1947, so that the reasons 
will be there. 

It goes back to the statement of my friends of 
the Canadian Pacific that we, the provinces, had 
prevented them from increasing these competitive rates. 


THE CHATRMAN: Where shall: I put it, in the 
Manitoba brief? 


MR. FRAWLEY: It might be put in anywhere in 
the section dealing with competitive rates. 

THE CHAIRMAN: What chapter is that? 

MR. FRAWLEY: Chapter 9. 

THE CHAIRMAN: We are on Chapter 9 now. 


MR. FRAWLEY: The case is in Volume 61 Canadian 
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Railway and Transport Cases. 

‘MR. SHEPARD: I think it came up in a discussion 
of Pages 117 to 119 of the printed copies, "periodic 
review of rate concessions". 

THE CHAIRMAN: All right, Mr. Frawley. 

MR. FRAWLEY: The case is called: "Provinces et 
a1 versus Railway Association of Canada." The provincés, 
except Ontario and Quebec, versus the Railway Association 
of Canada, and it is reported in 61 C.R.T,C., at Page 65. 

MR. EVANS: Mey I put one thing on the record, 
because I think tt) comes in’ this, point? 

THE CHAIRMAN: The same point? 

MR. FVANS: No, on the point about agreed charges. 
I wanted to get an example of the opposition by the 
railways, if 1 could. 

My information is that we have never opposed 
anyone getting the charge, who would agree to the 
game terms, And the fact is, that in the lumber 
agreed charge, we have over 50 firms who have become 
party to it, who have simply applied and got see 

At 4:45 p.m. the Commission adjourned until 


10:30 a.m., Wednesday, November 16, 1949. 
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